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COMMENT 


HY should the forwarding of good manage- 

V¢ ment become a cause? Why a management 

movement and a crusading zeal for something 

which from the outside looks prosy, unexciting and 
rather vague? 

The question is pertinent because the vitality of any 
movement seems, in historic observation, to be in direct 
proportion to its intention to propagate the faith. Those 
causes not deemed compelling enough to prompt the 
faithful to enlist others in their support are usually dy- 
ing causes—or at least their procreative power has 
seeped away. 

Certainly one reason why management achieves the 
status of a propagating movement so slowly is that its 
importance as a social function is so tardily recognized 
both by those who manage and by everybody else. Yet 
the fact is that there is a common denominator of skills 
running through all management work, which gives it 
in a great society a kind of indispensable value which 
may be likened to that of a doctor, an engineer or a 
teacher. Management skill has a functional value in 
modern society. And to a far greater degree than is to- 
day realized, that function is well performed as its so- 
cial no less than its personal significance is acknowl- 
edged in the practice of each manager’s work. 

Those of us who see management in its rightfully im- 
portant terms have thus far been conspicuously unsuc- 
cessful in dramatizing it as a separate function and dis- 
tinct kind of significant activity and career. The reasons 
for this are no doubt numerous and of valid historic 
origin. Chief among these may be that up until re- 
cently the owner, the promoter or enterpriser, and the 
manager were frequently all embodied in one person. 
And that person on occasion had motives and methods 
that did not always square with nor did they exemplify 
good management. Thus the management function and 
the enterpriser function were confused in many people’s 
minds. 

But that today managerial work has major aspects 
having to do with quality of performance, with adher- 
ence to standards and activities only partly reducible to 
accounting terms, with results in terms of productivity 
and personality—all this is now coming to be widely 
acknowledged. 

Some of the elements, therefore, which can contribute 
to the elevation of management to a functional status of 
professional respect in the community are: (a) an 
agreed body of operative content so defined as to clarify 
both process and personnel responsibilities; (b) an es- 


tablished vocabulary of discourse; (c) certain attitudes 
of mind explicitly defined as being necessary to effective 
performance; (d) priority of claim as between volume, 
cost and quality of output and profit factors. 

All this is but another way of calling for a code of 
professional ethics which will have valid and permanent 
appeal. To have a code of ethics worth more than the 
paper it is written on, is in turn a matter of education 
of individuals to the point where the deeper stirring of 
desire is prompted by a sense of personal satisfaction 
secured by adherence to such a code. To dramatize a 
manager’s social responsibility as yielding satisfaction 
to him superior to satisfactions of pecuniary gain (when 
these two may come into conflict)—this may not be 
easy. But it is ultimately essential. And it is the next 
move if devoted members of management societies want 
to win convinced members. 

For devotion to causes is not won—contrary to popu- 
lar assumption—by easy appeals or by no demands of a 
price to be paid. If the history of propagandizing 
movements proves anything, it is that causes appeal as 
worthy when they command a high price in terms of 
what loyalty to them requires from the individual. 

How to dramatize to managers the professional as- 
pects of their function in society—and therefore the 
value of their affiliation with an alert and professionally 
minded management society—is thus an urgent item on 
the agenda. 

Formulation of codes is relatively easy. We have had 
them before. What is not easy is to obtain a wide agree- 
ment among managers that a new basis for code making 
is now necessary. In short, in an economy where elec- 
tric power and new technologies are securing radical ap- 
plication and yet where new capital is slowly applied and 
large unemployment remains constant, the social re- 
sponsibilities of management have more than ever to 
come into the ascendent in their thinking. Otherwise, 
good managers may be without producers. 

The columns of ADVANCED MANAGEMENT are open to 
constructive contributions devoted to the forwarding of 
this aim or to critical comments thereon. 

In conclusion, it is not amiss to point out that the 
articles included in this issue, especially those on the role 
of the lawyer in management, on the role of the di- 
rector, on the problem of planning and on the definition 
of administrative co-ordination—all have a direct bear- 
ing upon further insight into the functional place of 
management in the society we participate in today. 








Administrative Co-ordination 


By HARRY ARTHUR HOPF 


Senior Partner, H. A. Hopf and Company 
President, Hopf Institute of Management 


S A concomitant of the growth of governmental 
services which has taken place in recent years, 
there have arisen problems of administrative co- 

ordination which, because of their importance and 
complexity, constitute heavy burdens resting upon 
those charged with the administration of public affairs. 

Private industry has long since learned to make prog- 
ress in the solution of similar problems. In this it has 
been assisted by the fact that it has been able to bring 
to bear upon the situations presented qualities of inde- 
pendence and freedom of action which, in the very na- 
ture of things, are precluded in the field of public ad- 
ministration. It therefore becomes the more urgent that 
in the operation of governmental enterprise, the nature 
of administrative co-ordination be thoroughly under- 
stood, and efforts be directed toward the realization of 
its objectives. 


I. Certain Pertinent Principles 


Students of the problems of organization and person- 
nel in governmental activities have come to recognize 
that, to an extent not generally appreciated, there is need 
for the application of pertinent principles that have been 
tested and found effective in the field of private enter- 
prise. Several of the more important among these prin- 
ciples may well be set forth. 

First and foremost is the principle of decentralization. 
Not until something is done to put a stop to the concen- 
tration of activities in Washington will it become pos- 
sible to plan effectively with respect to the organization 
and operation of governmental agencies. Decentraliza- 
tion of many agencies and sound distribution of their 
operations throughout the country are among the steps 
that sooner or later will have to be taken if satisfactory 
co-ordination and control are to be secured. 

Hand in hand with this principle, goes that of alloca- 
tion of authority. It is recognized that in the public 
service, for good and sufficient reasons, authority must 
be circumscribed to an extent not deemed desirable in 
private enterprise. But that is something quite different 
from the often arbitrary and wilful retention by ad- 
ministrators in the public service of qualities of author- 


ity which should be delegated to their subordinates for 
the proper performance of their regular responsibilities. 
The results of such action are found in the undue length 
of time frequently required to dispose of administrative 
questions of even minor importance, and in the develop- 
ment of increasing burdens of pressure upon those ad- 
ministrators who have not yet learned, or are unwillirg 
to concede, that it is among their most urgent duties to 
acquire proficiency in the art of organizing, delegating 
and supervising. 

A third important principle is moderation in the de- 
velopment of functionalization. In order effectively to 
serve the public—one of the objectives which, as needs 
to be stressed, constitutes the raison d’étre of govern- 
mental agencies—it is essential that the factors of econ- 
omy and dispatch be brought to the fullest possible 
expression. Nothing obstructs the attainment of these 
two factors nearly so much as the establishment of plans 
of organization in which functionalization is carried to 
extremes. Moreover, the tendency toward overdevelop- 
ment of functionalization which characterizes many gov- 
ernment agencies, especially those which have been 
brought into being in recent years, cannot but put a 
severe strain upon administrative co-ordination. 

If related activities that should be put together under 
one control are separated either because it appears that 
under such a plan more positions of importance may be 
created, or because of a variety of other reasons, it be- 
comes impossible to dispose of work promptly and to 
keep its cost of performance within reasonable bounds. 
If twice the necessary number of operating units is cre- 
ated, there is usually more than twice the necessary 
number of decisions to be made, and this fact calls into 
play requirements of co-ordination that are frequently 
difficult to meet. 

Perhaps these few general references to essential 
principles and the need for their increased application 
to public agencies will suffice to support the contention 
that there is much in what industry has learned about 
management that may with profit be applied to govern- 
ment. Students of organization have long since recog- 
nized that in the Federal services great and continuing 


1This paper, in slightly altered form, was presented at a conference called at Harvard University by the Harvard 


Guardian. It will 


a chapter in a text of the conference proceedings to be published in the Fall of 1940 entitled 


“Public Management in the New Democracy”; it is here reprinted by permission. 
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benefits could be realized from applying the engineering 
approach to the solution of the administrative problems 
involved. If government is not ultimately to stifle in a 
morass of paper work or otherwise to succumb to the 
evil effects of overorganization, something must be done 
to overcome the difficulties presented; every intelligent 
effort should be put forth to grapple with the situation 
along lines such as are here generally indicated. 

These introductory observations would not do justice 
to the problem without brief reference to the vitally im- 
portant factor of personnel. It cannot be gainsaid that 
administrators in public life will succeed only in the 
degree to which they associate with themselves com- 
petent assistants to whom they may delegate responsi- 
bility. All of what industry has learned with regard to 
the selection, training, remuneration and promotion of 
employes may well be regarded as worthy of emulation 
by governmental organizations. If to this there be 
added recognition of the values inherent in the constant 
use of principles of leadership, emphasis will be placed 
upon a consideration fraught with lasting significance 
and value. 


II. The Organization Structure 


The first step in establishing effective administrative 
co-ordination is to build soundly with respect to organi- 
zation. 

While it is recognized that there are limits beyond 
which organization cannot be projected without experi- 
encing diminishing returns, it is essential that the struc- 
ture be so conceived and developed as to facilitate, 
rather than to obstruct, attainment of the objectives to 
be accomplished. 

Axiomatic as this statement may appear, it is never- 
theless important to stress the fact that organization is 
but a means to an end and not the end itself. It must 
constantly be remembered that one organizes in order to 
co-ordinate and to control. Co-ordination is achieved 
through the sensible and effective composition of operat- 
ing relationships, both in the vertical and in the horizon- 
tal order ; control is contingent upon correct allocation of 
authorities and responsibilities and adherence to valid 
standards of performance. 

It is not feasible within the limits allowed for treat- 
ment of the problem of administrative co-ordination, to 
include a disquisition upon principles and theories of 
organization. It will, however, be of practical value to 
indicate briefly certain considerations which, when ap- 
plied to given situations, will furnish a sound basis for 
the development of conditions favorable to the attain- 
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ment of the essential degree of administrative co-ordina- 
tion. Accordingly, it may be pointed out that it is wise 
to direct constructive effort toward the following goals: 

1. Creation of an organization structure which will 
be closely adjusted to the present and prospective needs 
of the undertaking ; 

2. Provision of an elastic and adjustable framework 
which will knit together closely and effectively the vari- 
ous operating units which are to be established ; 

3. Establishment of a scientific balance among the 
various elements upon the proper utilization of which 
the success of the undertaking depends. 

To create an organization structure, whether in the 
Federal Government or in private industry, involves 
initially a choice among several patterns available. Gen- 
erally speaking, activities to be undertaken may be sep- 
arated on the basis of commodity, territory or function, 
or any combination of these factors. 

In a multiple-line insurance company, separation of 
activities should parallel the types of insurance sold. In 
a mail-order establishment, the governing factor should 
be separation according to areas which may be effec- 
tively served by a suitable number of branch offices and 
warehouses. In a single-product manufacturing enter- 
prise, separation should be by major functions, such as 
production, distribution, finance, etc. In a multiple- 
product industry, separation of activities is likely to 
bring into play all three factors of commodity, territory 
and function. 

Whatever choice may be available to the Federal Gov- 
ernment in dealing with the factor of organization, it 
must be recognized that in the century and a half of its 
existence, traditions have become so formidable and 
practices so entrenched that they exercise an overwhelm- 
ing influence upon the character of the patterns which 
are selected for the organization structures of new 
agencies. 

Anyone familiar with the organization work done in 
the past decade or more in Washington will doubtless 
agree that it is distinguished by extreme functionaliza- 
tion. It is primarily this fact that throws into bold re- 
lief the long-standing and urgent need for solution of 
the problem of co-ordination, which is the inevitable 
consequence of such organizational development. 

Opposed to functionalization is departmentalization ; 
the contrast between the two calls for explanation. In 
the former case, separation of activities is according to 
the differing character of the several functions to be 
performed. With respect to each of these, it will be 
found that authority exercised is essentially limited to 
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the function itself, but is co-extensive with the entire 
area of the organization. In the latter, the division un- 
dertaken results in the creation of relatively self-con- 
tained departments, each of which embraces all of the 
various functions to be performed. Thus, authority 
may be said to be unlimited as to function but limited 
as to the area within which it is exercised. 

In practice, it is rarely the case that these two pat- 
terns of organization can be adhered to in pure form. 
Adjustments resulting in mixed patterns are frequently 
made because of the influence of size, technical require- 
ments, special qualifications of executives and other 
variables. 

Provision of an elastic and adjustable framework 
comprises a stage of organization work which is pre- 
requisite to the attainment of administrative co-ordina- 
tion. Assuming that the character and number of 
functions to be performed have been clearly identified 
and determined, there are at least four requirements to 
be met before a flexible framework may be said to have 
been provided. 

The first of these involves subdivision of activities to 
a point where they are within the compass of perform- 
ance by persons of moderate ability. Failure to observe 
this requirement is bound to result in the creation of 
undue supervisory burdens and in obstructions to the 
smooth flow of operating routines. 

The second requirement calls for proper relative eval- 
uation of operating units and their grouping along re- 
lated lines. When the maintenance of arbitrary lines 
of demarcation among departments, bureaus, divisions, 
sections, branches, units, etc., comes to be regarded as 
of greater importance than preservation of the integrity 
of operating procedures, only disorganization and con- 
sequent lack of co-ordination ensues. Symptoms of 
such conditions may be recognized wherever the im- 
portance of operating units is unduly elevated or de- 
pressed, or where related parts of an operating process 
are forced asunder and placed under separate control. 

The third requirement is the establishment of clear 
lines of authority, responsibility and reporting relation- 
ships. Much could be said with regard to the need in 
the Federal services for greater recognition of this de- 
sideratum in practice, especially in some of the newer 
agencies whose activities are nation-wide in scope and 
subject to the control of groups of administrators, usu- 
ally three or more in number. Maintenance of clear 
lines of authority, responsibility and reporting relation- 
ships under this type of control hinges to a large extent 
upon integration of the often divergent concepts held 
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by the administrators of the manner in which their re- 
lationships to one another shall be composed and of the 
character of personal supervision over the organization 
which each shall exercise. 

The fourth requirement goes right to the root of the 
problem of administrative co-ordination. It involves the 
separation of planning from performance, a sine qua 
non of effective organization. Progress in undertaking 
such separation is often attended by conflicts between 
the points of view of the staff, which is responsible for 
planning, and the line, which is charged with the accom- 
plishment of satisfactory operating results. Unless con- 
flicts can be resolved in favor of co-operative action, 
sound conditions of administrative co-ordination are im- 
possible. 

The third goal has been described as the establish- 
ment of a scientific balance among the various elements 
upon the proper utilization of which the success of the 
undertaking depends. It involves the erection of a 
foundation for the increasingly effective integration of 
the resources of business, namely, men, methods, ma- 
chinery, materials and money. 

Applying a broad perspective to the problem, we may 
say that in the attainment of such integration there is 
brought into play every aspect of the master-function 
of management. This term may be defined as the di- 
rection of an enterprise, through the planning, organ- 
izing, co-ordinating and controlling of its human and 
material resources, toward the achievement of a prede- 
termined objective. 

Here, then, we observe the function of co-ordination 
in its proper setting as related to the other three func- 
tions of management, and visualize the essential interde- 
pendence of all four. To strive for the establishment 
of a scientific balance among the several elements which 
have been enumerated, requires that the functions of 
management shall be so performed as to accord due 
weight to the relative importance of each; that the vari- 
ous processes with the aid of which the functions may 
be carried out be utilized to the full; that such utiliza- 
tion be promoted by the employment of a host of tech- 
niques which will vary with the nature of the activities 
involved, and that at all times the need for co-ordination 
of the elements be recognized as prerequisite to attain- 
ment of the objective. 

To bring out the import of the preceding statements 
as clearly as possible, the following diagram has been 
prepared; a number of the more important processes 
have been specifically identified, but it is not intended to 
convey the impression that they represent a complete list. 
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DIAGRAMMATIC PRESENTATION OF THE SUBSTANCE OF MANAGEMENT 
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This exposition of considerations affecting composi- 
tion of the organization structure leads logically to a 
brief treatment of certain dynamics of management, 
which will serve to round out the picture of factors in- 
volved in administrative co-ordination. 


III. Dynamics of Management 


The relative ease with which private industry may 
deal with functions, processes and elements in perform- 
ing the task of management, is too well recognized to 
require substantiation. True, private industry is be- 
coming more and more surrounded with non-control- 
lable factors, largely in the form of governmental re- 
strictions and regulations, as well as the claims of labor 
to a greater share in the goods and services produced. 
Nevertheless, with respect to freedom of action in 
bringing under effective control the large number of 
variables which enter into performance, it is correct to 
say that private industry is still in a position to follow 
largely the teachings of experience and, in the light of 
these, to form judgments with respect to the probability 
of success of a contemplated plan. 

In the Federal services, the situation presents a much 
more restricted aspect. Manpower, in higher appointive 
positions, is subject to selection by the President, as 
chief executive; in the exercise of his authority, he 
seeks to achieve objectives which do not take solely, or 


even preponderantly, into account fitness of the ap- 
pointee to cope successfully with the management prob- 
lems of the office to be filled. Indeed, it is justifiable to 
assert that few, if any, political appointments hinge 
upon the ability of the individual chosen to do justice 
to such problems. In the light of the known fact that 
specialized technical competence does not necessarily 
qualify its possessor to acquit himself satisfactorily of 
the responsibilities involved in planning, organizing, co- 
ordinating and controlling the affairs of an agency of 
far-flung dimensions, frequently employing thousands 
of people, it is to be deplored that in the appointment 
of government officials, capacity successfully to manage 
is not accorded a rank of first importance. 

With regard to manpower recruited for junior ad- 
ministrative positions and the rank and file, the Civil 
Service constitutes almost wholly its source of selection. 
However admirable in principle are the series of legis- 
lative enactments which have resulted in making this 
service what it is today, the conclusion is inescapable 
that the results of its operations have thus far failed 
to raise the quality of government personnel much above 
the level of mediocrity. 

Appreciating the bearing of this fact upon the ac- 
complishment of tasks which, in the newer agencies at 
least, constitute in a sense pioneer work, one cannot re- 
frain from sympathizing with the more progressive 
members of supervisory groups in their not infrequently 
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expressed conviction that, if freedom of selection were 
left largely in their hands, it would be possible to in- 
crease materially the quality and volume of perform- 
ance. Perhaps it may be well to add that in private 
industry it has long since come to be regarded as axio- 
matic that those responsible for operating results should 
have the final determination with regard to the quality 
of personnel essential to the securing of such results. 
Since in the government service this is not feasible, the 
requirements of supervision and of co-ordination are, 
obviously, underscored and multiplied. 

When we come to consider the questions involved 
in methods, machinery and materials, we enter into 
fields which are dominated largely by the problem of 
co-ordination. In all Federal services, methods are cir- 
cumscribed by requirements which have been developed 
by the government in response to recognition of the 
wisdom of instituting standard practice. That these 
have overshot the mark in many instances is perhaps an 
inevitable concomitant of a policy of exacting con- 
formity which, in course of time, has crystallized to the 
point of rigidity. Extreme functionalization has, of 
course, played an important part in producing this con- 
dition, and it is hardly to be gainsaid that often a para- 
lyzing effect upon action is created by the necessity of 
meeting the requirements of the numerous agencies 
which upon occasion intervene in the determination of 
even simpler operating questions. 

As for machinery and materials, the case may be put 
in a more favorable light; but even here there is room 
for much improvement in the field of co-ordination, 
particularly with respect to timeliness, availability and 
standardization. Operating activities have grown to so 
huge an extent in the Federal Government that the in- 
troduction of modern machinery and materials is indis- 
pensable to economic and effective performance. There 
can be no question that a number of intelligently and 
skilfully conceived installations of machinery and mate- 
rials (these terms are intended to include also furniture 
and other office equipment) have been accomplished. 
Observation, however, suggests that on the whole the 
tendency to conflicts between the authority of position 
and the authority of knowledge, so characteristic a phe- 
nomenon in Washington, has resulted in creating ob- 
stacles to the attainment of the most satisfactory condi- 
tions of utilization of the two elements stated. 

Money, the fifth element, brings into focus the ap- 
plication of the process known as budgetary procedure 
and control. However, while in private industry, in- 
come and expense constitute the two variables which 
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are successfully to be related to each other through the 
medium of the budget, governmental financial procedure 
involves the provision, through appropriation by the 
Congress, of the funds estimated to be required by an 
agency for operating purposes. Except for possible 
supplementary appropriations before the end of the fis- 
cal year, which are sometimes difficult to obtain, the 
agency must administer its affairs strictly within the 
budget approved and is required to turn back to 
the United States Treasury any unused portion of the 
appropriation granted. 

The supreme test to which the abilities of adminis- 
trators of governmental agencies are subjected, is so to 
co-ordinate all of the various requirements which must 
be met that they will be in a position to control ad- 
herence to the budget while at the same time acquitting 
themselves satisfactorily of the obligation of perform- 
ance which rests upon them. Not infrequently such 
administrators experience a rather unhappy time in 
striving for reconcilement between the need for satisfy- 
ing genuine operating requirements and the duty of ob- 
serving the restrictions imposed by their respective bud- 
gets. It does not add to their mental comfort to be 
confronted in this endeavor with manifestations of the 
policy of strict construction and interpretation followed 
by the Bureau of the Budget, the General Accounting 
Office and the Treasury Department. 

In making administrative co-ordination effective, 
whether in private industry or government, the experi- 
enced administrator has learned to avoid certain pitfalls 
which await the unwary when dealing with various as- 
pects of the question of authority. This question, which 
has been touched upon in an earlier part of this chapter, 
is so involved with mental and emotional attributes of 
the individual that even the most careful setting down 
on paper of the various gradations of authority called 
for by the organization plan promulgated, often fails 
to carry over successfully into practice. Timid souls 
will shrink from assumption of the full degree of au- 
thority which attaches to their positions; on the other 
hand, bold and venturesome spirits, particularly those 
possessed of a desire for self-aggrandizement, will not 
hesitate to transcend the boundaries of authority set. 

Sound leadership will, of course, accomplish much 
good in dealing with both types; but the problem pre- 
sented may be diminished if certain injunctions in con- 
sonance with good organization, such as the following, 
are heeded: 

1. Insure fullest possible application of the principle 
that responsibility for performance carries with it that 
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degree of authority reasonably necessary to the attain- 
ment of satisfactory results ; 

2. Encourage assumption of individual authority 
wherever possible in preference to group authority ; 

3. Keep the activities of committees strictly within 
limits which, while promoting free discussion, will avoid 
impingement upon operating functions ; 

4, Place authority as close as possible to the point 
at which action originates. 

The first of these injunctions is frequently ignored 
in practice, chiefly because many who occupy high posi- 
tions are unwilling to delegate authority. Their un- 
willingness is grounded largely in qualities of fear and 
rivalry and in greed for power; these go hand in hand 
with the notion that supervision must take the form of 
interference before the fact, rather than of intelligent 
and constructive criticism of results. Administrators 
guilty of these faults need to be reminded that no or- 
ganization rises permanently above the levels of capacity 
occupied by its executives, and that perhaps the best 
way in which to restrict such capacity is to deprive 
members of the supervisory group of the opportunity 
freely to wield the degree of authority which reasonably 
belongs to them—even the authority to make mistakes. 

The second injunction is that it is bad practice to at- 
tempt to co-ordinate by placing undue emphasis upon 
group authority, such as is exercised by an administra- 
tive board or other form of multiple control. Within 
the function or activity supervised by an executive, in- 
dividual authority, except in unusual circumstances, 
should always be allowed to prevail. Group authority 
should be brought into action only in instances in which 
general policies are to be determined, or in which a 
situation arising in one function or activity is likely to 
find its counterpart elsewhere in the organization. 

The third injunction relates to conditions usually en- 
countered when, through misconception of sound the- 
ories of organization, co-ordination is in danger of 
breaking down. There is, of course, no justification for 
indicting the committee system on general principles; 
indeed, this mechanism of organization often accom- 
plishes much good. Just as soon, however, as commit- 
tees are allowed to expand in scope so as to include the 
determination of operating problems—in other words, 
to usurp the function of management—they tend to in- 
hibit freedom of action of individual executives and to 
consolidate authority in the hands of their more aggres- 
sive members, a result which is subversive of sound 
principles and disruptive of co-ordination. 

The fourth, and last, injunction sets forth tersely one 
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of the commandments of good organization. It is of 
special significance and value when applied to services 
that are nation-wide in scope and operated according to 
a regional plan of decentralization. Many administra- 
tors seem to be afflicted with a species of intellectual 
astigmatism which leads them to conclude that the ef- 
fectiveness of field executives and employes stands in 
an inverse ratio to the distance which separates them 
from headquarters. Accordingly, while not hesitating 
to load increasing burdens of responsibility upon the 
shoulders of field representatives, they display a strong 
inclination to concentrate authority in their own hands. 
Under such circumstances, stifling of initiative and ob- 
struction of expeditious procedure become inevitable, 
and the relationships between headquarters and field, 
upon the proper co-ordination of which effective service 
depends, assume a critical character which sometimes 
eventuates in the application of harsh or unjustified 
measures, while leaving the central problem unsolved. 

Discussion of the dynamics of management in rela- 
tion to the problem of administrative co-ordination 
would hardly be adequate unless brief consideration 
were given to certain more intimate aspects of the prob- 
lem which are brought into focus in connection with 
the details of organization and operation. Co-ordination 
on lower levels of the organization structure of a gov- 
ernmental agency is second in importance only to that 
which pertains to major relationships within the agency 
or to those subsisting between it and other agencies of 
the government. 

Transactions of the Federal Government have of late 
years grown to such an extent in volume that the inci- 
dental paper work has reached dimensions unprece- 
dented in the history of any government. Effectively 
to co-ordinate the necessary procedures requires that 
methods akin to those found successful in great manu- 
facturing establishments be instituted. Work must be 
dispatched upon the “forward movement” principle, 
sequential operations must give way to parallel opera- 
tions under the “unit” plan of organization, greater 
reliance must be placed upon operation under the ex- 
ception principle, and every attempt must be made to 
translate detailed information, as it rises from one level 
to another, into control information. Above all, the 
fact should never be lost sight of, that while it is the 
responsibility of operating forces to dispatch work 
through the channels laid down for its performance, 
the duty rests upon the shoulders of administrative of- 
ficials to improve the channels themselves. That is a 
task which falls in the function of co-ordination. 
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Of great significance in this connection is the constant 
need for analyses of routines, records and reports, with 
the aim of eliminating unnecessary activities and paper 
work. Experience indicates that such analyses will pay 
handsome dividends, for the common tendency to over- 
elaboration and to the maintenance of superfluous safe- 
guards is frequently allowed to proceed unchecked over 
long periods of time. 

The chief administrator should be constantly on guard 
against the insidious effect of reiterated assurances on 
the part of members of the supervisory group that this 
or that method of procedure or control is worthy of 
retention, or, per contra, that such and such plan of 
organization should be substituted for the one in effect. 
While subordinates may be credited with sincerity in 
what they advocate and with intimate knowledge of the 
minutize of operations, they are usually inadequately 
informed with regard to principles and insufficiently 
equipped by experience to grasp the fundamentals in- 
volved. Moreover, the very nature of their work usu- 
ally prevents them from acquiring the perspective which 
must underlie all work of co-ordinative character. 
Apart from these limitations, subordinates are often not 
sufficiently objective and scientific in their points of 
view to advance recommendations that are devoid of an 
admixture of personal interest. It is only fair to add 
that these generalizations admit of a number of excep- 
tions sufficiently large to mitigate any severity of judg- 
ment that may appear to characterize them. 


IV. Concluding Considerations 


Harking back to the diagrammatic portrayal of the 
substance of management which has been presented in 
this discussion, it is of interest to call attention to the 
fact that the co-ordinating function, as shown, expresses 
itself through the processes of integration, co-operation 
and motivation. Without putting too forced an inter- 
pretation upon the first of these processes, it may be 
said that integration deals primarily with inanimate as- 
pects of the task of management. Co-operation and 
motivation, on the other hand, relate exclusively to the 
human factor, and this relationship warrants expression 
of the conclusion that, with due regard for all that has 
been heretofore advanced, one of the most important 
aspects of co-ordination is concerned with problems that 
lie in the field of personnel. It should therefore be 
recognized that the chief administrator, or co-ordinator, 
will rise to higher levels of accomplishment as he grows 
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in perception of the human implications of his task and 
translates these successfully into practice. 

Let us examine objectively the task of the chief ad- 
ministrator in whose hands the reins of management lie. 
It is his responsibility effectively to plan, to organize, to 
co-ordinate and to control. In the performance of his 
task he is faced with the need for adjustment to de- 
mands made upon him from two separate directions ; the 
one derives from problems of internal administration 
of his agency, and the other from the difficulties inher- 
ent in relations with other agencies of the government. 
While it is undoubtedly true that there is continuing 
need for addressing himself to external co-ordinating 
activities, experience indicates that it is good policy for 
him to allow his internal co-ordinating activities to enter 
increasingly into the warp and woof of the functions of 
operating executives. The more successfully this type 
of co-ordination is accomplished, the less need is there 
ultimately for its retention in the hands of the chief 
administrator. 

When operating executives have worked together for 
a sufficiently long period of time to bring about a state 
of sound integration of their various functions; when 
they have learned to place their relationships upon a 
basis of complete co-operation ; when, finally, they are 
motivated in their endeavors by the knowledge that a 
capable, far-seeing and sympathetic chief administrator 
supplies them with sound guidance, then it may be said 
that administrative co-ordination has reached the op- 
timum. 

A few observations on the subject of organization are, 
finally, in order. It is a curious fact that mediocre ad- 
ministrators seem to get along better with an inferior 
organization plan than with one that is scientifically de- 
vised. They seem to lack the ability to rise to higher 
levels through the use of perfected tools and mechan- 
isms, probably because they employ their energies chiefly 
in devising temporary expedients rather than in the dis- 
covery of permanent solutions to the management prob- 
lems presented. Reducing an organization plan to paper 
and indulging in meticulous details of presentation may 
be of temporary aid, but definitions and specifications, 
however carefully drawn, do not of themselves con- 
stitute an effective organization plan in practice, nor do 
they furnish a sound basis for attainment of administra- 
tive co-ordination. 

The deplorable shortage of superior administrators, 
whether in business or in the government service, of 
which we must take note, should not be permitted to 
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The Responsibilities of Directors 


By RICHARD C. PATTERSON, Jr.’ 


BEGIN by posing this question: Have corporate 

directors abdicated? Have they surrendered their 

legitimate powers over the affairs of business, and 
in so doing, abandoned their responsibilities as trustees 
for the public interest and for the owners of business? 
I believe that certainly in some cases they have been so 
abdicating, imperceptibly, bit by bit, for a long time. 
It is true that most directors have faithfully tried to 
perform their duties as they understand them, and that 
only a minority have been negligent toward their re- 
sponsibilities. It is true that directors of great integrity 
and ability have had an important part in bringing 
American business up to the high plane it occupies to- 
day. Nevertheless, paralleling the tendency toward cen- 
tralization of executive powers in government, there has 
been a trend toward centralization of authority in the 
executive management of corporations. Business ex- 
ecutives now carry as much responsibility as they should 
—often more. This, perhaps, is because the evolution 
of corporate business during the past fifty years has 
been such that sometimes the meaning and purpose of 
directorships have been obscured. The effect of this 
evolution, though not the individual intention, has been, 
indeed, a kind of abdication of directorial duty. And 
unless that trend is reversed we may well see govern- 
ment and bureaucracy step in to assume some of the 
powers that properly belong, under both democratic and 
corporate theory, to the elected representatives of the 
nation’s stockholders—the directors. 


The History of Directorships 


The main trouble with the system is not organic. I 
don’t believe that any drastic operation upon it is neces- 
sary. If the trouble is diagnosed business can cure itself 
by measures as simple as a change of diet. Indeed I’m 
convinced that business must cure itself of whatever is 
wrong in corporate practice, for if in default of that, 
government should step into a directorial seat in private 
corporations, that would be the beginning of the end of 
free enterprise. I shall try to make a beginning at that 
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diagnosis and to suggest a cure that is based not upon 
my own wisdom but upon the common denominators of 
experience of hundreds of the outstanding corporation 
directors whose examples in office leave nothing to be 
desired. Let me begin by tracing briefly how the mod- 
ern American Board of Directors evolved, how it is 
likely to be made up, and why. 

The idea of the corporation is, as you know, old and 
tested. It was written into early English civil law, and 
has continued to operate without serious challenge ever 
since. It is interesting to notice that it probably never 
functioned perfectly and more than a century and a half 
ago it had at least one outstanding critic. Adam Smith, 
writing “The Wealth of Nations” in 1776, described 
stockholders as people who, having invested in a joint 
stock company, neither did nor could take much further 
interest in its affairs except to welcome the dividends 
it paid them. Then he went on to say of the directors 
entrusted with the stockholders’ interests that “being 
managers rather of other people’s money than their 
own, it cannot be well expected that they should watch 
over it with the same anxious vigilance with which the 
partners in a private co-partnery frequently watch over 
their own. Like the stewards of a rich man, they are 
apt to consider attention to small matters as not for 
their master’s honor, and very easily give themselves a 
dispensation from having it. Negligence and profusion, 
therefore, must always prevail, more or less, in the man- 
agement of the affairs of such a company.” 

Since Adam Smith wrote that, corporate practices 
have greatly improved, otherwise we would not have 
witnessed so great a growth of corporate enterprise nor 
so many examples of corporate efficiency. There is still, 
to be sure, “negligence and profusion” but these have 
become the exception rather than the rule. During the 
last century in America directorial responsibility and at- 
tention to company business probably reached its peak 
of performance. Since it was a period of economic 
growth with the industrial revolution, directors more 
often than not were founders, or the sons of founders, 
and therefore had considerable stockholdings and a per- 
sonal interest in the affairs of the companies. Outside 
directors generally were drawn from related kinds of 
business and were well equipped to understand the prob- 
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lems of the companies for which they were trustees. 
And the problems were certainly simpler in the environ- 
ment of a less complicated economic system. People 
were not specialists then, a business man was simply a 
business man and stood or fell upon his record as such. 


Twentieth Century Changes 


After about the first decade of the present century, 
things speeded up even more. Three-quarters of the 
nation’s business wealth was to become changed to cor- 
porate form and the number of corporations was headed 
toward its 1929 peak. There were probably 1,000,000 
directorships to be filled. Stockholdings in corporations 
came to be more and more widely held, which meant 
that the owners were more numerous, more scattered 
over the face of the earth and further removed from 
the management. The proportion of stock held by di- 
rectors became smaller and the holding of qualifying 
shares often developed into a formality rather than a 
factor giving directors a personal stake in their com- 
panies. Meanwhile everyone was becoming a specialist 
of some kind. Some dentists gave up pulling teeth, 
others did nothing but that. The old family doctor 
was split into half a dozen parts so that it is now sup- 
posed to take about six doctors to service completely 
one human body. Public relations became the sorcery 
of a new kind of science reserved to certain mystical 
high priests. Industrial and labor relations, once a sim- 
ple concern of management as a whole, followed as the 
province of expert practitioners. Merchandising, and 
its chromium-plated sister, advertising, developed into 
the rarest and most intricate art of all. 


The Modern Directorate 


How was all this reflected in the composition of 
Boards of Directors? For one thing, specialization set 
in in many cases. Experts on this or that were elected 
to office for the benefit of their special knowledge. 
Cheek by jowl with the experts sat men with Names 
with a capital N—men whose presence was regarded as 
valuable solely because they were known as big shots 
rather than because they were expected to work. And 
these “honorary directors” were often willing to serve 
without any substantial pay, both for the slightly empty 
honor of belonging to as many boards as possible, and 
because, in a world of increasing complexity, they 
thought it might do them some good in their own in- 
terests to have a finger in as many pies as possible. As 
for the descendants of some of the founding fathers 
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back in the Nineteenth Century, some of them, their 
blood thinned, stayed with the family business as play- 
boy directors who didn’t need or care to bother their 
pretty heads about the intricacies of corporate manage- 
ment. And along with this medley of directors, the ex- 
ecutive management of corporations, the salaried presi- 
dents and often a number of vice presidents and other 
working officials, also sat on the boards. Thus was built 
up a practice whereby a large proportion of the members 
of a board might be almost anything but actual repre- 
sentatives of the ownership. A director might or might 
not need adequate compensation for his services; might 
or might not receive it regardless of need or of services 
actually rendered. 

In many instances the management, often repre- 
sented by an ambitious and able president, took over the 
functions of ownership and of the directorate, running 
the business brilliantly, expanding it, making money, 
paying dividends. Some managements came to expect, 
and to receive, little from the boards except the expert 
counsel of specialist members, just as though they were 
on the payroll instead of on the board. At any rate, 
more and more of the large questions of policy were re- 
solved by the managements and passed upon by the 
boards in a purely perfunctory way because not all the 
directors had the inclination or could afford the time to 
study them in detail. One solution chosen by certain 
companies was the elimination of outside directors alto- 
gether and the constitution of an entire board of work- 
ing executives. Standard Oil provides one of the best 
examples of this. But this is far from ideal as a general 
practice. It cuts out the opportunity for outside advice 
and a fresh viewpoint. And it means, substantially, that 
the management is merely reporting back to itself in- 
stead of to trustees for the owners and for the public 
interests. 

Undoubtedly the whole corporate system worked effi- 
ciently in most cases. No matter how valuable individ- 
ual directors were for consultation on special problems, 
the less they had collectively to say on the broader is- 
sues, the less conflict was there with able executive man- 
agement. Some of the most efficient and admirable 
corporations we have today are shining examples of the 
unshackled genius of their executive heads. But so was 
Philip Musica, alias F. Donald Coster, an extraordi- 
narily efficient and successful president of McKesson 
& Robbins—up to a point. Let me quote from Supreme 
Court Justice Douglas, in a speech he made last year 
while he was still Chairman of the Securities Exchange 
Commission : “What we frequently have today is a large 
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majority of directors who are dominated by a few man- 
agement men, or men representing special interest. 
These directors have abdicated. It’s not enough to de- 
scribe them as directors who do not direct. Too often 
they do not even influence. ... They ratify decisions 
they have not reached, based on arguments and evidence 
which they cannot appraise. ... The average modern 
director does not direct the course of the corporation to 
a much greater extent than a conductor directs the 
course of his trolley car. Both of them go along with 
the vehicle, and one of them is often present only for 
the sake of the ride.” 


The Crash—and Stockholder Suits 


All this time, up to the great depression, stockholders 
were, on the whole, uncritical, so long as they received 
their dividends. As for the election of new directors, 
they were content to vote into office the men selected by 
the president without much question. If their Board 
of Directors had a lot of good Names on it, so much 
the better. If they didn’t like something about the 
board, all they had to do was to sell that particular stock 
and buy another, rather than make any effective protest 
or send in disapproving proxies. It was as simple as 
that. But after the crash came, all this changed a good 
deal. Stockholders were reminded that directors are 
personally and individually liable, under a number of 
laws, to suit on various grounds. And the number of 
stockholder suits that followed, many of them against 
absolutely blameless and prudent individuals, changed 
many a directorship from an asset into a grave liability. 
Those liabilities are a. their greatest at this moment due 
to such recent laws as the Securities Exchange Act of 
1933 and the Public Utilities Act of 1935. So grave a 
deterrent has this threat become that many men of direc- 
torial timber are shy of becoming directors unless the 
company has taken measures to indemnify them against 
the costs of defending groundless stockholder suits. 


The Resulting Confusion 


I hope that in this quick thumbnail review I have not 
made too dark a picture of the performance of American 
directorates up to now, or of the consequences. That 
would be most unfair to thousands of wise and capable 
men under whose guidance corporate business in the 
United States has functioned extraordinarily well during 
years of dire advertisy as well as during good times. 
What I want to emphasize is that the march of events 
has been so swift and so complicated that it has created 
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in many minds a state of profound confusion as to what 
directors are for. We have all kinds of them, perform- 
ing all kinds of general or specific functions, or no func- 
tion at all. We pay some a lot, some a little, some noth- 
ing at all. According to a recent study by the National 
Industrial Conference Board, the average pay for all 
outside directors who receive any remuneration is some- 
thing like $285 a year. Such a nominal rate of pay pro- 
vides a busy man with an excellent excuse for rendering 
only nominal services, especially if, in the confusion, he 
has lost sight of what the original and basic functions 
of a director are supposed to be. So it is to the credit 
of United States directors that the Conference Board 
study shows that actually as many as 42 per cent of the 
directors of manufacturing companies, and 26 per cent 
of those of non-manufacturing companies, had perfect 
attendance records at board meetings in 1938. If these 
men function as directors (and I am sure many of them 
do) their remuneration is ridiculously inadequate. 


Toward a Solution 


What are we to conclude from all this? What are 
the things that must be accomplished by the cure to be 
found? In the first place, obviously, good men should 
be picked for directorates. Then they must be per- 
suaded to accept election despite the liabilities of the 
office. Then they must be induced, no matter how busy 
they are, to attend the meetings of their boards. Their 
duties as members of the board must be clearly defined 
so that they may know exactly what is expected of them. 
The definition of those duties must be sufficiently com- 
prehensive to mean that the directors actually do direct. 
And the stockholding public must be made aware of 
these also, so that they will understand the meaning and 
purpose of electing directors and be able to judge their 
performance. That sounds like a large order, but it 
must be done, and done by business, and done soon, if 
the danger of having the government try it is to be 
avoided. For the least that government might do is to 
prescribe that “public directors” be appointed by the 
government to the boards of all corporations. That 
would amount to bringing a Trojan horse of bureau- 
cracy into the walls of private business. It might easily 
end in reducing all capitalism to a state of political vas- 
salage. 

Choosing Directors 


As for choosing directors—which is the first matter 
of concern in finding a solution—let us agree at once 
that each must have, as prime requisites, the qualities 
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of integrity, ability, courage and judgment, and the ca- 
pacity to work in co-operation with others. But beyond 
this axiom, the last thing in the world that could be re- 
duced to a formula is the classes of directors a com- 
pany should have on its board. It is useful, however, 
to take a look at the categories into which directors on 
modern boards may fall. 

One: There are the inside directors chosen from 
among the executive officers of the company. The presi- 
dent is almost always one of them. In some cases the 
entire board consists of inside members, but on the 
average board inside members are half or less of the 
total. 

Two: Outside directors who are on the board by 
reason of their large holdings of stock or as representa- 
tives of large interests in the company. The presence 
of such directors is often useful and desirable, since it 
gives effect to the principle of owner-representation. 
Only when one or two such members dominate a board 
is there a danger that the public interest will not be 
served. 

Three: Outside directors chosen for their broad busi- 
ness qualifications and ability. They are generally men 
active in other businesses and are known for their 
knowledge of finance and public relations, of govern- 
mental and world affairs, and for their wide contacts 
among business leaders and officialdom. This class of 
director can be of inestimable value to any corporation. 
Whether he actually is or not depends upon the time 
and attention he can give to his duties. And this in 
turn depends upon the prior requirements of his own 
business affairs, and the number of other boards on 
which he sits. 

Four: “Working directors” who make a full-time 
profession of serving on boards of more than one com- 
pany. To be of maximum use such working directors 
must be men of the highest caliber and ability. Of them 
I shall speak more in a minute. 

Five: Outside directors who are selected for their 
special knowledge of some technical field affecting the 
business—public or labor relations, legal matters, mer- 
chandising, patents. These men present a problem on 
which opinions widely differ, to which I shall refer pres- 
ently. 

Six: And the last class includes all the directors who 
ride along on the board as “supers”—the window dress- 
ing men there only for the value of their names; the 
inactive “honorary” directors whose services are prac- 
tically nil; the playboy, the dilettante, the stuffed shirt, 
and the man who belongs to so many boards that he 
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could not possibly discharge his responsibilities to a 
quarter of them. These men must be retired from the 
boards of American business, because so long as there 
is one member on a board who neither receives nor ex- 
pects responsibility, all members may be infected, as by 
contagion, with the germ of irresponsibility. 

Now forgetting the useless directors, and considering 
only the other five classifications that serve a valuable 
purpose, it becomes apparent why the confusion has 
grown up, since the days when all directors alike were 
directors pure and simple, as to what the real functions 
of a director comprise. There are now many kinds of 
directors and of functions. In my own opinion the fifth 
class of directors I mentioned, the men who sit on a 
board by virtue of special technical knowledge, have 
provided one of the sources of confusion. If they serve 
as directors, their responsibility should not be limited to 
matters concerning their own special fields of knowl- 
edge, and they should be paid as directors, not as ex- 
perts. Otherwise their presence on the board would 
violate the basic principle that all directors are equally 
liable for all of the affairs of the company. But gen- 
erally I believe it would be better for such experts to be 
retained as consultants and advisers to the board, and 
to be paid accordingly. 

How many of each of the other kinds of directors— 
inside directors, outside directors, and “working”’ direc- 
tors—should be placed on the board of any given com- 
pany is not for me or anyone else to say. It depends 
entirely upon what business the company is in, what 
problems are likely to confront the management. But 
with the possible exception of the inside salaried execu- 
tive serving on the board, all should be paid for their 
services, whether they are wealthy or not, if they are to 
be expected to give their best efforts. And all, being 
fairly paid, should undertake clearly defined responsibil- 
ities of such a nature as those I shall presently suggest. 

I mention parenthetically that bank directorates usu- 
ally stand high in public esteem because they contain 
few deadwood members, they take their job seriously, 
and they are so composed of various kinds of men as to 
contribute special and divers values to their corpora- 
tions. Also they provide a model example of division 
of labor within the board by director action in small 
compact committees, each charged with responsibility 
for applying institutional policy to given fields of activ- 
ity, but all collectively bearing the responsibility for the 
total results. 

Once a new director has been designated for election, 
the stockholders entitled to vote for or against him 
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should be informed not only of his name but of the 
main facts of his biography and business connections. 
This may be looking for trouble. But the trouble of 
informing the stockholders on the subject of their vote 
is at least preserving more than a semblance of the 
democratic process which underlies the whole theory of 
stockholder representation. 


Indemnification of Directors 


Upon accepting office a director assumes not only 
moral responsibilities but legal liabilities. The govern- 
ment is doing more and more to impose penalties upon 
directors who fail to act according to high standards 
fixed by law. But the imposition by law of heavy pen- 
alties upon directors for technical violations is not an 
unmixed blessing. Responsible, able men have declined 
positions as directors which they were well qualified to 
fill. They have done so because of doubt as to the 
policy of law-enforcement agencies and of the ease with 
which “strike” suits are brought against whole boards 
by minority stockholders. 

These suits are for the most part solely in the hope of 
securing settlements unjustified except for “nuisance 
value.” They are a constant source of annoyance, wast- 
ers of vast quantities of time and not infrequently in- 
volve costly preparation of adequate defense. Also 
every suit, however slender the grounds, holds the 
threat of liability. A solution of the problem of protect- 
ing decent, conscientious directors against unjustified 
harrassment without shielding the lazy or unscrupulous 
director against accountability to genuinely aggrieved 
stockholders, or public prosecution, presents many diffi- 
culties. The problem should challenge more attention 
than it has received from the Bar Associations. In cer- 
tain communities a few easily identifiable attorneys ap- 
pear to be retained with surprising frequency in the 
more odorous of these litigations. 

Until a solution to this problem is found, it will stand 
as a deterrent to the willingness of many prudent men 
to become members of boards. A partial solution of- 
fered, which the Conference Board reports has the 
approval of 75 per cent of business opinion, is the in- 
demnification of directors for the expense of defending 
groundless suits. (Such indemnification, of course, 
should not operate where the suits are successful.) Only 
a few corporations have so far taken the step of giving 
their directors such indemnity. Just this week Presi- 
dent Lewis Brown of Johns-Manville announced not 
only the policy of indemnifying its directors but of pay- 
ing them salaries of $5,000 a year. These are steps in 
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the right direction toward a new era for active directors. 

It is really up to business itself to find men who can 
and will direct the affairs of business. And the incen- 
tive is not measured alone in dollars and cents, or in 
conformity to government demands for boards that are 
responsible ; it is basically the incentive of strengthening 
the whole American system of economy. 


An English Example 


I have referred to a class of directors known as “the 
working director,” who makes a profession of serving 
on boards fora salary. In this country the idea has not 
found wide acceptance. Some believe that the profes- 
sional paid director would cause friction between the 
board and the management, and that the election of 
salaried executive officers to the board would serve the 
same purpose. Others declare this “working director” 
would be an added and duplicating expense, and might 
serve as a dumping ground for impecunious friends and 
relatives. There is, however, in English procedure im- 
portant precedent for having professional directors who 
give all of their time to directorial duties for one or a 
few companies. English directors are paid from $1,000 
to $20,000 a year. And although there is also to be 
found in the British business press plenty of criticism of 
the ornamental “guinea pigs’—which is the English 
equivalent of what we mean by stuffed shirts serving no 
useful purpose—Ambassador Kennedy has said: 


“Directors are expected to take and actually do take an active 
part in supervising corporate affairs. The result is on the whole 
that the British enjoy a higher standard of directorate respon- 
sibility than obtains in this country. Moreover, usually the 
membership on a board is small with the result that it is seldom 
found that directors serve on more than a few boards. The 
English, with a sense of reality, compensate their directors for 
the time and effort they are required to devote, and do actually 
devote, to an enterprise. In line with the duties they assume, 
their compensation is fairly substantial.” 


I submit, therefore, that although there are arguments 
on both sides of the case, American business should 
study the possibilities of employing more paid working 
directors who can contribute to their boards better judg- 
ment resulting from experience on a number of boards. 


Creed for Directors 


Whether a director is a company executive, spokes- 
man for large stockholders, captain of industry and 
finance, specialist or professional director, there are cer- 
tain standards by which he should test his own per- 
formance. These standards are capable of specific 
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definition. Their definition cannot be drawn from any 
one individual’s experience. But it can be based upon 
well-considered judicial opinions and upon the examples 
of the best of our business leaders. These men, who 
have fulfilled to the utmost their public trust, who have 
directed much of American business to its present high 
plane of development, have sought to maintain stand- 
ards, the definition of which may well be accepted by 
stockholders and directors alike as a creed for every 
director : 


1. Before he becomes a director, he makes sure that 
he can exercise his own independent judgment without 
conflicting loyalties. 

2. He accepts a directorship only where his time and 
other commitments permit him in fact to perform the 
duties of the office. 

3. He resolves to discharge his obligations conscien- 
tiously under the laws of the land and the by-laws of the 
company. 

4. He is entitled to be fairly paid for his services. 

5. He familiarizes himself with the company’s his- 
tory, organization set-up, products and services, its 
markets, its place in industry, its properties, and its rela- 
tions with government, public and investors; and in 
deciding policy, he weighs the long-term economic and 
social trends and how they may affect the company’s 
future. 

6. He comprehends the object and effect of contracts 
on which the board’s approval is necessary or proper ; he 
sufficiently understands the need and uses of security 
issues, loans, investments, capital expenditures and sale 
of corporate assets to form a judgment respecting such 
matters. 


Vol. V, No. 2 


7. He attends meetings promptly and regularly, and 
examines the minutes for accuracy and information. 

8. Without interference in management detail, he ex- 
amines the character and ability of its key men, the fair- 
ness of their compensation, and the reliability of the 
auditing agency which should be directly answerable to 
the board. 

9. He is mindful of his trusteeship for stockholders, 
creditors and employes, seeking a just treatment of the 
claims of each; and he insists that company reports go 
to those entitled to be informed concerning company op- 
erations, finances and management. 

10. He does not profit—himself, his friend, his fam- 
ily—by reason of confidential information gained by 
him as a director ; nor does he allow blood or friendship 
to dilute his judgment of what is best for the company. 


For the conscientious directors who already govern 
themselves according to personal unwritten creeds such 
as this one, there is no need in publishing these findings, 
For the lazy and negligent director there can be no 
creed or cure but replacement. Under the laws and tra- 
ditions of democracy and free enterprise that go back to 
Elizabethan times, the final and highest authority over 
corporate business rests with the directors elected by the 
stockholders. It is up to us, if our institutions are to 
live, to keep it there. And the best way to keep it there 
is not by legislation or government intervention, but by 
having clearly before us the importance of holding cor- 
porate directorates at a high level of performance, both 
by making them attractive to able men, and by leaving 
no doubt as to the nature of their stewardship. This 
creed is offered as a contribution toward that end. 





Administrative Co-ordination 
(Continued from page 56) 


militate against satisfaction of the need for the intro- 
duction of superior organization plans, for these, in the 
long run, must be counted upon to counteract, to an ex- 
tent at least, the shortcomings of personality. 

There are two major steps in organization develop- 
ment. The first deals with the creation of a superior 
plan and the second with its successful translation into 
practice. Experience indicates that different types of 
individual are required to cope with each of these steps. 
Whatever qualifications are called for in the first in- 
stance, it is an essential of management that only capac- 
ity for genuine leadership will be able to meet ade- 
quately the challenge to accomplishment implicit in the 
second. 


If the unprecedented problems of management that 
face the Federal Government are not brought sooner or 
later under successful control, their cumulative effect 
will be to jeopardize the social objectives to the accom- 
plishment of which the several agencies are dedicated. 
Substantial progress toward this end calls for a demon- 
stration of leadership on the part of their administrators 
far in advance of that which has characterized much of 
the performance of the past. A sound organization 


structure, infused with life through effective administra- 
tive co-ordination, affords the most hopeful basis for 
carrying forward to ultimate success the unprecedented 
burden of governmental undertaking for which our gen- 
eration has made itself responsible. 
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The Profit in a Union Contract 


By JACOB BAKER 
President, United Federal Workers of America, Washington, D. C. 


HE ordinary citizen is becoming well aware of 

the fact that the outstanding competition of the 

present day is between two forms of government 
and economics—the totalitarian and the libertarian. 
Totalitarianism is said to give stability and certainty of 
operation. Whether it does or not, we do recognize 
that in the business system of Western Europe and the 
United States stability in relation to competitors, prices, 
sources of raw materials, and labor is needed. Employ- 
ers have always had these needs. Today, however, 
meeting them is harder relatively than at any other 
time in modern history. 

Heretofore, it was possible to make money even 
though there was instability on all fronts, because the 
businessman was exploiting untouched resources. The 
great period of that exploitation is past. Businessmen 
must now turn to new techniques to maintain the flow 
of profits. They must exploit themselves and their own 
businesses. That is, they must develop new sources of 
profit within the business rather than try to find new 
fields outside—untouched raw resources or wholly un- 
touched markets. 

One method of this internal improvement that gives 
stability and profit is the union contract. 

A generation ago competition in many American in- 
dustries was cutthroat. Secret rebates operated in the 
coal industry and the railroads. Price cutting and con- 
cealed discounts were the weapons in a continuous guer- 
rilla warfare that went on in the manufacturing 
industries. Had there not been the natural wealth of 
the country to serve as a backlog for industry, business 
practices probably would have produced a complete busi- 
ness stagnation. They did result in business stagnation 
in many parts of many industries, and sometimes in all 
industries at once. 

In the coal industry working miners suffered most 
from these trade practices. Work was uncertain, lay- 
offs were frequent, mines closed down periodically and 
seasonally. Small operators were squeezed out of busi- 
ness, and even for large operators the odds were no 
better than ever that their books would balance at the 
end of a year. 


Outside of Dante and a World War no more classic 
example of hell was ever presented to a world than the 
one the coal industry offered a generation ago. 

Today, however, there is order in the coal industry. 
Through collective bargaining between the United Mine 
Workers of America and the mine operators, a maxi- 
mum of stability has been attained. The mine operator 
now knows what his labor will cost him when he has to 
bid on a contract. He knows how he must operate his 
mine to maintain proper working conditions, reasonable 
safety, and stable wage rates. 


Example of a Good Agreement 


The Appalachian Agreement between the United 
Mine Workers and the coal operators illustrates how 
this can be done. This agreement covers twelve pages, 
dealing with questions ranging from wage rates and 
hours to adjustment of grievances, from the question of 
overtime to the question of holidays, and the establish- 
ment of regular pay days. Duties of workers in various 
classifications are set forth, safety practices defined, con- 
ditions for the dismissal of workers established. 

Under the agreement, disputes arising between work- 
ers and management are referred for settlement first to 
the individual concerned and the representative of man- 
agement under whose supervision he works. Failing a 
settlement between these two, the matter is taken up by 
the management and the local mine workers’ committee. 
If a settlement is not reached here, the matter goes to a 
board of four members, two of whom are designated by 
the workers and two by the operators. If there is still 
disagreement on the merits of the case, an umpire is 
selected by this board to deal with it. If the board can- 
not agree on a proper person to fill this position, the 
umpire is selected by agreement between the President 
of the United Mine Workers and the President of the 
Coal Operators’ Association. The decision of this um- 
pire is in all cases binding, and, as a final assurance of 
neutrality, his expenses are paid equally by the miners 
and the operators. 

The long-range applications of this agreement are as 
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important as those that affect this month’s profits. One 
clause in the Appalachian agreement provides for the 
setting up of a “Mechanized Mining Commission,” 


“ 


... to make a joint study of the problems arising from 
mechanization of bituminous coal production by the use of coal 
conveyors and mobile loading machines for the area covered by 
the Appalachian Joint Wage Agreement, including the problem 
of the displacement of workers. The commission is authorized 
to take testimony, to receive briefs and reports, and generally 
to collect the information, jointly agreed upon as relevant to its 
duties.” 


The expenses of this Commission are paid jointly by 
the mine workers and the operators. Highly important 
work is being done by the Commission, not the least of 
which is the contribution of the engineers employed by 
the mine workers. 

In 1928 the United Mine Workers wrote a bill pro- 
viding for Federal assistance to the sick coal industry. 
The mine workers urged the passage of this bill and 
eventually got it passed three years ago as the Guffey 
Coal Act. The purpose of the Act was to provide eco- 
nomic stablization to a basic industry. The benefits to 
employers were immediate and direct, but the workers, 
of course, shared and still share in those benefits. That’s 
a case where a union contract was politically profitable. 


Benefits to Employers 


But there is also direct, unexpected, financial support 
forthcoming to employers from good relations with 
unions. Ina recent report made by the officers of Dis- 
trict 7 of the United Mine Workers at the last annual 
convention of that body, there is a detailed account of 
what a union can do for employers. The Wolf Col- 
lieries Company was insolvent. Included in its liabili- 
ties was a debt to workers of $66,000. It might have 
gone from insolvency to bankruptcy. Instead, the union 
helped the colliery in getting back into operation and 
raised $25,000 for that purpose. 

Other examples are listed in the report. Miners some- 
times have helped collieries to obtain new owners. 
Sometimes they have financed the new owners. An 
action that made a good deal of news was the assistance 
to the Lattimer Coal Corporation, a mine that in the 
past has had bitter labor disputes. Here the union in- 


duced all creditors to grant a two-year moratorium, and 
then miners went back to work even though there were 
no funds to pay them. Three months elapsed before the 
miners got their first pay checks, but after that they 
were paid regularly. 
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The clothing industry similarly owned a half acre in 
the chaos of American industry twenty-five years ago, 
A union has altered industrial topography here, too. 
The Amalgamated Clothing Workers, beginning with 
the first contract signed in the men’s clothing industry 
with Hart, Schaffner & Marx in Chicago, has introduced 
an order leading to the stablization of hours, wages and 
costs of operation. Union research, advice and assist- 
ance have been increasingly important factors in the 
successful operation of individual companies. The union 
has established its own financial institutions—a bank in 
New York and one in Chicago—and from time to time 
has been able to assist financially operators in need of 
credit. 

The union label is coming more and more to have real 
cash value to the employer whose products are union 
made. Consumer organizations throughout the Nation 
are becoming aware of the fact that a union label is a 
quality guarantee. 

The men’s clothing industry, organized by the Amal- 
gamated Clothing Workers, is only one of the textile 
and clothing industries that have gained a wide range of 
stabilization, of continuous improvement and increased 
efficiency through union organization. The ladies’ gar- 
ment industry, organized by the International Ladies’ 
Garment Workers Union, is in a similar situation. 
Throughout almost the whole industry, piece rates are 
now set simultaneously according to the unit system of 
price measurements devised by the union, and joint ma- 
chinery for settling grievances is in operation. 

A National Coat and Suit Industry Recovery Board 
has been set up by the union and the employers. This 
Board promotes the sale of goods bearing the Consum- 
ers’ Protection Label, which signifies manufacture under 
conditions of fair labor relations and of fair competi- 
tion. A Millinery Stabilization Commission functions in 
the same way for women’s hats. Thus, in these indus- 
tries, the benefits of the union contract are being carried 
over from production to the whole field of marketing. 


The Steel Industry 


The organization of the steel industry was as dra- 
matic an extension of the processes of democracy as has 
ever been seen in this or any other nation. Through 
organization, hundreds of thousands of steel workers, 
and other hundreds of thousands in their families gained 
a new sense of power in themselves, and discovered a 
new security. One of the most immediate advantages 
to employers in the union organization of steel was that, 
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as a result of union recognition, the employers could 
cut down the expense of industrial espionage and in- 
dustrial armament. The funds that had been used for 
private military purposes may now be used for expan- 
sion of the industry and sales promotion, for higher 
wages, and for other normal industrial purposes. This 
is a small but significant part of the gains to employers 
in the steel industry from a union contract. 

Much more important has been the establishment of 
a basic rate of pay of 62%4¢ an hour, or $5.00 a day for 
all except the South. The Steel Workers Organizing 
Committee has not yet fully organized the steel indus- 
try, but does have contracts with over four hundred 
companies, representing more than 75 per cent of the 
industry. In protection of the companies with which it 
has contracts, it has requested the government to use 
terms provided in the union-employer contract as the 
basis of acceptance of government bids on products 
from other companies. By this means it hopes to put 
the industry as a whole on equal footing with a stable 
basis of pay, stable hours, working conditions and rates 
of overtime pay so that competition may be based on 
managerial efficiency and not on throat-cutting and 
skullduggery at the expense of labor. 

Grievances in industry are a continuous source of 
expense and annoyance. If they are unseen and unset- 
tled, they grow worse and continuously diminish effi- 
ciency. No man or woman with a grievance can work 
well. But grievances happen automatically. The most 
enlightened management cannot prevent them. Union 
organization, however, provides:an effective method by 
which all grievances in a plant can be settled as equitably 
as possible. The Steel Workers Organizing Commit- 
tee’s pamphlet, Handling Grievances, is already a classic 
in the field of employe-employer relations. 

Just what it has accomplished is explained in the fol- 
lowing letter from one of the officials of the Steel 
Workers Organizing Committee. 


“The President of a large steel company told us the other 
day: ‘You fellows in the S.W.O.C. have assumed the responsi- 
bility for the biggest headache we have always had. Before 
you fellows entered the picture, we had to assume the entire 
burden. Now you have almost completely taken the problem 
off our hands.’ The occasion for this remark was a conference 
at which time we were discussing the company’s seniority policy, 
its practices in laying men off due to lack of work, practices of 
rehiring employees when work picks up and the practices for 
promotion and demotion. Prior to the time the company signed 
a contract with the S.W.O.C., each individual employee regis- 
tered his complaint with the company if he felt he was dealt 
with unfairly. The company had to satisfy each individual com- 


ADVANCED MANAGEMENT 65 


plaint, if it could, or take the burden of an individual’s criti- 
cisms. All this has changed under the union-company contract. 

“The union works out general rules and detailed practices to 
be followed in all seniority questions. If, under these rules, an 
individual is grieved he criticizes the union as much if not more 
than he does the company. If an individual employee has a 
complaint, he registers it with the union, and the union com- 
mittee in turn takes it up with the management. This does away 
with all the innumerable individual conferences that the com- 
pany had to hold prior to the entrance of the committee. Now 
at a specified period, once a month or twice a month, the union 
presents the grievances of any employee or all of them ona 
particular subject and they are ironed out in the course of a 
one-hour or two-hour conference. This, of course, is a some- 
what intangible benefit for the company from the union contract, 
but to the practical operating officials of management, it is a 
very important asset.” 


The Steel Workers Organizing Committee has not 
been content simply to improve present methods of 
management. A Committee leaflet entitled Production 
Problems deals with the elimination of waste, tightening 
up operating methods, and the improvement of produc- 
tion generally. This pamphlet ranks in the literature of 
management with Frederick W. Taylor’s first book on 
the subject. 


The Rubber Industry 


Before the union came on the scene in the rubber in- 
dustry, price cutting was as pervasive in the tire and 
tube branch of the industry as rationing in Nazi Ger- 
many. The union here has operated like an economic 
G-Man to stamp out destructive price cutting policies. 
The President of the United Rubber Workers of 
America points out a number of specific advantages to 
employers that have resulted from the organization of 
rubber workers: 


“1. Assurance of continuity of operation. Employers who sign 
union agreements and observe them in good faith have no reason 
to fear that operations will be stopped or hampered in any way. 
The advantage of this to an employer in planning and execution 
of work is obvious. 

“2. Increased efficiency through securing co-operation from 
workers in eliminating waste, excess scrap and other conditions 
which limit output. 

“3. Reduction in cost of illness and accidents (and in in- 
surance rates) through co-operation of employees and manage- 
ment in eliminating safety hazards and unhealthy conditions. 

“4, Constant support in extension of the employers’ market 
through the use of union loyalty to stimulate the purchase of 
union-made goods. 

“5. Stabilization of employment, particularly insofar as it re- 
lates to the reduction of cost of labor turnover. Turnover in 
mass production industries reached unbelievably high propor- 
tions before the appearance of unions. Now turnover has been 
greatly reduced with corresponding reduction in labor costs. 
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Recall of employees according to their seniority likewise elim- 
inates cost of breaking in new men when production picks up. 

“6, Stabilization of the price structure. Before the rise of the 
U.R.W.A. conditions in the rubber industry were chaotic. Price 
wars were the rule rather than the exception. Millions of dol- 
lars were lost by stockholders as a result of bitter struggles 
between major rubber companies. Since the union became strong 
there has not been one major price war. 

“7. As a result of the foregoing, establishment of proper rela- 
tions between employees and management results in greater mu- 
tual confidence. This, in turn, produces stability throughout 
industry as a whole, with obvious benefits to industry in em- 
ployee goodwill, ability to plan without fear of interruption, 
and positive co-operation on the part of the employees.” 


Experts in the headquarters of the International 
Printing Pressmen and Assistants Union read copies of 
some five hundred newspapers each day. They scan 
these papers for printing defects. If the same defect is 
found twice in the same paper, off goes a letter to the 
foreman of the paper’s mechanical department, giving 
him instructions on what he can do about it. If the 
defect persists, a technician is sent to correct the trouble. 
For all this the publisher of the paper pays nothing. 
The service is by way of a reciprocal favor growing out 
of his contract with the union. 

The International Photo-Engravers Union recently 
established a research department whose function is to 
help develop the technique in the industry, to furnish 
information through the union journal and directly to 
union members that will improve them in their profes- 
sion, at the same time the research center serves as a 
clearing center for information for the industry and the 
public at large. This department’s services are available 
to employers, although they are paid for wholly by the 
union. 

This union has also given financial assistance to dis- 
tressed employers. A few years ago, the total amount 
of loans from the union to employers ran up close to 
$500,000. One of the largest employers in the industry, 
Mr. A. J. Powers, recently said, “True the cost of pro- 
duction is higher because of the workers’ shorter hours, 
increased compensation, and improved labor standards, 
but these increased costs are easily offset by the union’s 
hearty co-operation in increasing production and qual- 
ity.” 

In the glass industry the Federation of Flat Glass 
Workers has practically 100 percent union organization 
of the flat glass produced in this country. This consti- 
tutes for all practical purposes, a national agreement 
within the industry preventing wage and price cutting. 

The contract provides a chart for regular promotion, 
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and charts and schedules showing the steps of promo- 
tion. This results in a high efficiency because each pro- 
motion is charted ahead and employes have a natural 
tendency to work at their present job so well there can 
be no question as to whether they should be considered 
for the next promotion. They also take an interest in 
the job to which they expect to move and in most cases 
are well acquainted with the requirements of their new 
jobs. This permits the company to make quick replace- 
ment anywhere in the factory, with little or no loss of 
efficiency, the industry as a whole having a high stand- 
ard of efficiency. 

The Federation of Flat Glass Workers has joined 
with manufacturers in maintaining legislation beneficial 
to the industry. Both employers and employes feel that 
this joint action has resulted in protection to the indus- 
try with consequent stability of employment for workers 
and profits for employers. 


The Railroad Industry 


The railroad industry has a story of its own. Begin- 
ning with the union-management co-operation plan in 
1922 of the Baltimore and Ohio, extending through a 
number of other American railroads and to the Cana- 
dian Pacific, there has been a continuous advantage to 
management through suggestions made by employes, 
through actual inventions developed by rank and file 
workers, through improvements in shop management 
and increased safety. Included in the Baltimore and 
Ohio plan of relationship was a regular procedure for 
receiving suggestions from workers. From 1924 to the 
end of 1933, 27,000 suggestions were made in the B & O 
shops, and 86 percent of them were adopted. Now, 
some of these suggestions would have been made any- 
how, but many of them would not have received much 
consideration without the plan that was actually in op- 
eration. The remarkable thing is that probably twenty 
thousand ideas of some value were presented and 
brought into use by a specific arrangement between the 
unions and management. Probably if this had been 
done a little sooner and were wider spread, the railroads 
would not be in the condition they are in today. 


Industry’s Responsibility 


A union contract, however, isn’t a gadget which, at- 
tached to a factory, automatically eliminates personnel 
problems and increases net profits. 

There are some difficulties involved in getting results 


from a union contract. A contract is highly important, 
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because, first of all its frequently marks transformation 
of hostile relations to amicable intentions. But good 
intentions are not enough. The union contract always 
specifies union recognition. It provides for security of 
operation and security of employment. Because similar 
contracts are written with a number of employers at 
about the same time, it provides for stability of com- 
petition, and as a result of the advantages to both em- 
ployer and workers, it would provide for increases in 
efficiency. Now these are the objectives employers seek. 
But it is not enough that they want them and that they 
shall write them down in a contract. They must give 
them, too. And not only the top management, not only 
the man who actually says, “This contract shall be 
signed,” but all the men down the line who have to say 
day by day, “This is what the contract means.” It is a 
slow process to transform high-handed medieval man- 
agement to 20th Century contractual relations. The 
man at the top may mean to do well, he may have the 
best of intentions but layer by layer, department heads, 
superintendents, supervisors, foremen, straw-bosses— 
all of them have to understand how to deal under a 
union contract. 

It is well established that one of the marks of effi- 
ciency in factory operation is the accident rate. A fore- 
man who has a lot of accidents may be determined 
inefficient on that basis alone. The same thing is true 
of the grievance rate. It is possible and thoroughly 
practical under a union contract to keep track of the 
number of grievances that arise department by depart- 
ment, section by section. Those foremen and superin- 
tendents who have a lot of grievances are inefficient ; 
they do not understand the union contract; they do not 
understand how to deal on a contractual parity basis 
with workers. Discipline to them has always been wholly 
authoritarian ; they find it difficult to maintain discipline 
under other than high-handed methods. Most of the 
sad experiences that we hear about—stoppages of work 
after a contract is signed, inefficiency, lowered produc- 
tion after there is union recognition—all these occur 
during the period of education. Take a company with 
six hundred foremen and fifteen thousand employes. 
The committeemen, the union officers, the shop stewards 
of the union require training and experience and educa- 
tion. But just as much is required in training, education 
and experience on the part of the six hundred foremen. 
They cannot swing over from the old fashioned method 
to the new over night. Sv management has a further 
problem after it has chosen to accept the great advan- 
tages of union recognition—to accept this new day of 
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industrial democracy. It then must transform itself. 
Foremen training classes, personnel policy conferences, 
leaflets, circulars, bulletins, letters from the general 
manager or the president of the company—the whole 
paraphernalia of education—is necessary to make it pos- 
sible for management to get the best out of a union con- 
tract. That is one of the most important industrial 
problems of this country today. If the employer wants 
responsibility from the union, he and his whole organi- 
zation must also be responsible. 

Putting it another way, the employer must offer to 
his workers just what he wants himself—reasonable 
security through continuous operation and recognition 
of the principle of seniority, recognition of their rights 
as union workers and as individuals, a share in the sta- 
bility of the industry through increasing wage rates 
whenever the productivity of the industry permits it, 
and, finally, acceptance of participation on the part of 
the employes to increase the efficiency and productivity 
of the industry itself. 

There is a lot of talk going on about reconstruction, 
changing the face of America, and building a new 
world. The great projects of the government in soil 
and water conservation and flood control do change the 
face of parts of the country. But nothing has so much 
changed the face of America in the last five years as has 
union organization in the mass industries. The change 
is not wholly physical ; it is mental, moral and spiritual. 
Heretofore men and women have been under the domi- 
nation of medieval industrial discipline, fearful of their 
neighbors, fearful of the spies among them, forbidden 
to gather together, and hedged in by every type of 
feudal restriction. Union organization is the bringing 
of life itself to dark places in America. 

It is startling to see the sudden burst of adult educa- 
tion, of co-operative enterprises, of cultural, recreational 
and social activities when a union comes to town. Some 
great industrial unions carry on as extensive educational 
and cultural programs as do universities. The Interna- 
tional Ladies’ Garment Workers Union, with its health 
center, its educational activities, its complete range of 
recreational, dramatic, and cultural life, brings as much 
into the lives of thousands of people as has the public 
school system to those same people. 

The employer gets part of this. The man or woman 
who finds himself happier in his daily life, who feels 
that he knows more about the world he lives in, is able 
to perform better on his job. 


(Please turn to page 85) 








The Role of the Lawyer in Management 


By PHILIP M. GLICK 
Chief, Land Policy Division, Office of the Solicitor, United States Department of Agriculture 


HAT role should lawyers play in management ? 

The question is particularly urgent in the field 

of public administration, although our conclu- 
sions should be applicable to the parallel problem facing 
management in a private enterprise. We may, there- 
fore, for present purposes, rephrase our initial question, 
to ask: What role should the lawyer play in a Govern- 
ment agency? 

If we would answer this question wisely, we must 
formulate a workable notion of the nature of the legal 
process. We shall need a reasonably clear perception 
of just what it is the lawyer does when he considers a 
legal problem, writes a legal opinion, drafts a statute or 
administrative regulation, prepares a case for trial. 

The work of the lawyer in an operating Government 
agency may, from the point of view of the immediate 
administrative tasks involved, be classified into three 
major types of activity. He will be called upon, first, 
to interpret the statutes which the agency is administer- 
ing. Questions will arise daily as to the scope of the 
authority granted to the administrator, the situations to 
which the law is intended to apply, the precise bound- 
aries of the limitations or procedural requirements the 
statutes may contain. A second activity will be the prep- 
aration of legal instruments of various sorts: contracts, 
deeds and leases, administrative orders, regulations and 
notices, bills to amend the statutes under which opera- 
tions are being carried on. A third activity will be the 
conduct of litigation in which the agency is involved. 

The three types of activity have a characteristic in 
common which it is important to note. In pursuing each 
of them, the lawyer is performing a single important 
job: He is trying to anticipate the decisions of judges. 

When he interprets a statute so that the administrator 
may know what he is and is not authorized or required 
to do, the lawyer must go through the identical motions 
that a judge will later perform if the same question is 
raised by a litigant who challenges the interpretation 
placed upon the law by the administrator. The function 
of the lawyer’s opinion in such a case is to advise the 
administrator what the courts will probably say about 


1 Paper presented at a meeting of the Washington, D. C., Chapter of 
The Society for the Advancement of Management, January 20, 1939. 


the statute, so that the administrator may, even in ad- 
vance of the judicial pronouncement, guide himself ac- 
cordingly. The same thing is true of the lawyer’s task 
in drafting various types of instruments. He knows 
what the administrator wants to achieve. He must 
select those words for incorporation in the instrument 
which he has reason to believe will induce judges, in 
the event the instrument becomes involved in subsequent 
dispute and litigation, to give the instrument the effect 
intended by the administrator. And, of course, this is 
even clearer with reference to the third type of activity, 
the conduct of litigation. Here the lawyer must phrase 
his pleadings and advance his arguments to the courts 
in those terms which he believes best calculated to in- 
duce the court to see and interpret the legal situation as 
the administrator has seen and interpreted it. We are 
entitled, therefore, to draw a conclusion which is of 
great significance for our immediate purposes. The es- 
sence of the function of the lawyer is to anticipate the 
judge. The legal process and the judicial process are 
fundamentally the same, and it is a process which op- 
erates uniformly in whatever type of legal activity we 
examine, whether the instrument being drafted or inter- 
preted is a legal opinion, a contract, a statute, or a con- 
stitution. 


The Nature of Law 


What now can we say as to the essential nature of 
the legal or the judicial process? This is a simpler point 
to discuss today for non-lawyers than it was a few years 
ago. The judicial history of the New Deal has taught 
men many things about law and the lawyers. The high- 
light of this recent judicial history from the point of 
view of its effectiveness as an instrument of popular 
education was, in my judgment, the series of radio 
speeches made by President Roosevelt in support of his 
plan to shift the balance of power within the Supreme 
Court of the United States. 

Since as long ago as the fifth century B.c., in ancient 
Greece, two major theories of the nature of the legal 
and judicial process have been contending for accept- 
ance. The theory that came to receive rather general 
acceptance during the development of the Roman Em- 





of 
int 


ht 


h- 
of 
lar 
lio 
his 
me 


nt 
yal 
pt- 
ral 
m- 





April, May, June, 1940 


pire, and has continued to be the dominant view until 
relatively recent times, is the view that the law is a body 
of interrelated fundamental principles and rules which 
are firmly rooted in the nature of things. The law, this 
view maintains, is organically related to the eternal prin- 
ciples of “natural law.” It is in a significant sense self- 
contained, in that it is independent of the changing 
foibles and biases and wishes of the generations of men. 
Being basically immutable and determined and yet some- 
how possessing the capacity to grow and develop and 
adjust its eternal principles to changing needs, there is 
a majesty and a dignity about this view of the law, an 
architectonic grandeur, which makes it easier than it 
might otherwise be to ignore some of the logical diffi- 
culties which such a definition presents. 

It is implicit in this view of the nature of the legal 
process that lawyers and judges are the instruments 
rather than the creators of the law. When a judge de- 
cides a case it is not he that speaks but the law that 
speaks through his mouth. In a particular case the 
decision of a court may seem harsh but, it will be said, 
“the law is the law.” Better to endure specific instances 
of hardship and some injustices than to destroy the 
authority of the law. By the same token, the judge 
who announces the decision complained of should be 
held guiltless ; he must pronounce the law as he finds it, 
and it is not his to vary it for reasons that may seem 
good to him. 

At least from the days of the Stoics a contrary view 
of the law has been persistently maintained. This is 
the view that found relatively recent expression in Mr. 
Justice Holmes’ denial that the common law is “a brood- 
ing omnipresence in the sky.” When the present Chief 
Justice of the United States was Governor of New 
York he summarized this view in a sentence which the 
President quoted in defending his court plan, and 
which is the favorite quotation today of those who chal- 
lenge the classical view. Governor Hughes said, “We 
are under a Constitution but the Constitution is what 
the judges say it is.” The layman has recently become 
even more ready than the lawyer to accept this second 
view of the law, and George Kaufman and Moss Hart 
have expressed the layman’s view in their musical com- 
edy “Of Thee I Sing,” when the nine Supreme Court 
Judges are made to announce, “We have powers that 
are positively regal; Only we can take a law and make 
it legal.” 

This second view—sometimes referred to as the posi- 
tion of the judicial realists or of sociological jurispru- 
dence—maintains that lawyers and judges have an 
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important creative part that they have always played 
and must inescapably play in the functioning of the law. 
When the judge decides a case, under this view, he 
makes law. 

The arguments for these views can most readily be 
stated in terms of the process that operates in a judicial 
decision on the constitutionality of a statute. Since, as 
we have seen, the nature of the legal function is the 
same in this task as in any of the other tasks that law- 
yers and judges are called upon to perform, what we 
learn from examining this legal action will be applicable 
to the rest. Under the classic view, as it is stated by 
Mr. Justice Roberts in the decision of the Supreme 
Court holding invalid the first Agricultural Adjustment 
Act, the judges have neither discretion nor freedom to 
exercise in determining whether a given statute is per- 
mitted or proscribed by the Federal Constitution. 
“When an act of Congress,” said Mr. Justice Roberts, 
“is appropriately challenged in the courts as not con- 
forming to the constitutional mandate the judicial 
branch of the Government has only one duty—to lay 
the article of the Constitution which is invoked beside 
the statute which is challenged and to decide whether 
the latter squares with the former. All the court does, 
or can do, is to announce its considered judgment upon 
the question. The only power it has, if such it may be 
called, is the power of judgment.” 

The judicial realists point, however, to the ambival- 
ence of the constitutional phrases that the statute is said 
to challenge; in the immediate case the phrase: “The 
Congress shall have power to lay and collect taxes ... 
to provide for the . . . general welfare of the United 
States,” and in other cases such phrases as “commerce 
among the several states,” “due process of law,” “the 
equal protection of the laws,” “the privileges and im- 
munities of citizens of the United States.” 

“A word,” said Mr. Justice Holmes, “is but the skin 
of a living thought.” Few words, other than the names 
of simple things, mean almost precisely the same thing 
to large numbers of people. The semanticists have 
taught us what tricks words can play on us and what 
crimes we may perpetrate, sometimes unconsciously, 
with them. The power of interpretation may be said to 
be essentially and fundamentally the power of recrea- 
tion in terms of each new situation presented. Whena 
lawyer or a judge is called upon to advise or determine 
the meaning of particular words in a contract, a will, a 
statute, or a constitution, he will almost never find that 
the words at issue are precise, unambiguous, and utterly 
specific. In the few such instances which may arise, 
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experienced administrators decide for themselves that 
no legal question is involved and action continues with- 
out stumbling over any cause for hesitancy. Words can 
only approximate and legislators use them with vary- 
ing skill. When the legislative history of a bill or col- 
lateral documents relating to a contract are looked into 
they, too, will almost always provide conflicting evidence 
of intention. General principles permit of varying ap- 
plications to concrete instances. 

Must we conclude, however, that there is, therefore, 
no law except the varying, shifting whims and fancies 
of individual judges and lawyers? No one who has 
carefully read a competently drafted legal opinion or 
listened to the presentation of arguments before an 
appellate court can satisfy himself that this is so. Law- 
yers and judges are trained in a legal discipline. They 
are the practitioners of a set of techniques. They are 
sharers in an historic tradition. It is this tradition, 
these techniques, this discipline that provides the com- 
pelling framework of the law. Principles of growth, 
of adaptation and change, are themselves parts of the 
discipline and the tradition. Neither the lawyer nor the 
judge, therefore, is free to be arbitrary or utterly per- 
sonal in his decision of legal questions, but in the last 
analysis it is a particular individual with his own habits 
of thought, attitudes and predispositions, with his own 
capacities and limitations, who applies the techniques of 
the law in performing legal functions. Lawyers and 
judges, as the specialized carriers of an important part 
of the total culture pattern, pass on from one genera- 
tion to the next the body of the law, and in the act of 
passing it on, reinterpret, refashion, recreate it, so it 
may continue to be an effective, living part of the ever- 
changing culture of an ever-changing society. 


The Relationship of the Legal Unit to the Organization 


This essentially creative aspect in the operations of 
lawyers and judges is the important principle that will 
be largely determinative of the various questions that we 
may raise as to the place of the law office in any agency. 
That is why it has seemed worth while to discuss at 
such length the nature of the legal process. The answer 
we have arrived at has an almost compelling effect in 
directing us to the answers to our major questions. 
How, then, should lawyers be selected by Government 
agencies for appointment? What should be the rela- 
tionship of the legal unit to other administrative units? 
How much finality should attach to the decisions and 
judgments of the lawyers on legal questions ? 
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It is common practice for Government agencies to 
select their lawyers on the basis of the law school in 
which the applicant has received his training, his dem- 
onstration of aptitude in the law school, and the nature 
of his experience since graduation. If what we have 
said as to the nature of the legal process is accurate, it 
immediately follows that the quality of the applicant’s 
training in economics and in history, in philosophy and 
psychology, in language and in literature is of crucial 
importance, and quite as important in the case of the 
lawyer as in the case of the man selected for general 
administrative tasks. Granted the importance of the 
creative role in the legal process, the product will vary 
with the creator. If the problems the administrator is 
seeking to solve and the program that he is administer- 
ing for their solution are visualized by the lawyer only 
narrowly and immediately, the lawyer’s relationship to 
the administrator may rapidly become cramping, restric- 
tive and negative. If these problems and that process 
are seen broadly and wisely, with a sense of social rela- 
tionships, with a feeling for the complexity of social 
institutions, with a notion of the place of the program 
of the particular agency in the local and national set- 
ting, the relationship of the lawyer to the admin- 
istrator may be genuinely collaborative and productive. 
It is because a group of able corporation lawyers 
saw the needs of a growing capitalism with sensi- 
tivity, intelligence and insight that they were able to 
fashion legal devices and instrumentalities that enabled 
American capitalism to flower. That same degree of 
ability, imaginative insight and courageous willingness 
to experiment is needed from lawyers if those who are 
now seeking to fashion social instruments for the solu- 
tion of our economic and social problems are to succeed 
equally in their tasks. 

By all means, therefore, let us not be content with 
learning from what law school our applicant has been 
graduated. Let us discover what “pre-legal”’ (and post- 
legal and concurrent with legal) training he has had, and 
in how broad a frame of reference legal problems are 
viewed in the law school in which he has studied. And 
let us ask, does he read “widely and marginally,” and 
what sort of person is he? 

At present the most agitated of the problems that 
turn on selection of a legal staff is the question whether 
legal positions should be placed within the civil service. 
From what we have seen as to the nature of the legal 
process, why is not a civil service merit system as ob- 
viously desirable for legal as for administrative posi- 
tions? It is said that an adequate civil service exami- 
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nation cannot be formulated to test legal ability. Yet 
in nearly every one of our States would-be lawyers take 
a Bar examination to determine their fitness to be 
licensed to practice. That it will be necessary to formu- 
late carefully an adequate examination method may be 
promptly admitted, but that such formulation is impos- 
sible should be equally promptly denied. The methods 
which heads of legal staffs today use in interviewing 
attorneys need to be combined with an improved Bar 
examination and through such a method a civil service 
examination for lawyers can be made to function effec- 
tively. 

It is frequently stated that lawyers should not be 
placed on civil service because the lawyer-client rela- 
tionship which must obtain between the administrator 
and his legal advisor is a confidential one which requires 
an opportunity for personal selection. It should be ob- 
vious, in the first place, that this argument cannot apply 
to more than a few of the positions at the head of each 
legal staff. The other lawyers are not selected by the 
line administrators but by the heads of the legal staff. 
Even under the non-civil service method which obtains 
today in most Government agencies, therefore, few ad- 
ministrators select the lawyers who work with them. 
In any event, the confidential relationship which needs 
to exist is no greater than that between others who need 
to collaborate closely in the administrative process. It 
is widely expected that the President’s Committee on 
Civil Service Improvement, of which Mr. Justice Stan- 
ley Reed is chairman, will soon recommend the inclusion 
of Government legal positions within the civil service. 

What is the desirable relationship between the legal 
unit and the other units of administration? The legal 
department is usually organized as a staff or auxiliary 
service, the head of which reports directly to the ad- 
ministrator. The office is customarily divided into di- 
visions, and there is usually provided relatively free 
access for the key people in each division to the mem- 
bers of those units of the administrative organization 
for whose legal work the particular division is respon- 
sible. 

It is not unusual to find that the lawyers of a Govern- 
ment agency conceive it to be their function to sit back 
and wait for the administrative officers to submit specific 
legal questions or problems to them for reply. In turn, 
many administrative officers seem to prefer to have 
lawyers do just this, and sometimes talk darkly of law- 
yers who seek to “invade” the administrative field. This 
is not the kind of relationship that will produce the 
happiest results. The lawyer needs to do much more 


ADVANCED MANAGEMENT 71 


than answer specific questions already formulated by 
the administrative people. He needs to help the ad- 
ministrative officers to recognize what legal problems 
are implicit in their proposed operations. He needs to 
assist in the very formulation of the legal problems to 
be submitted. In turn, he needs intimate familiarity 
with the details of the administrative process if he is 
to be able to indicate how the legal mechanisms can best 
be utilized to advance the objectives of the legislation. 

Fundamentally, what is needed is a reciprocal influ- 
encing of the legal and the administrative disciplines. It 
seems to be inescapable, at least for the time being, that 
law shall be a specialty open only to the initiated who 
have devoted a long time to its study. That fact does 
not reduce, however, the need for an integration of 
the materials and methods and information that the law 
supplies with the materials and methods and informa- 
tion supplied by economics, political science, history, 
psychology and the other disciplines relevant to the 
particular administrative operation. There is no sharp 
line that divides the legal from the economic and politi- 
cal, nor is it safe or wise to attempt to draw a sharp 
line between a legal question and a policy question. 
Time that is spent in drawing lines in this field is time 
wasted and can only serve to sharpen antagonism. The 
need is for emphasis upon fluid inter-relationships 
among the various skills that must co-operate harmoni- 
ously in the art and science that is public administration. 

This brings us directly to the question of the finality 
which should attach to the opinions and judgments of 
the legal officers. If the classical position were strictly 
adhered to it would seem to follow that when the re- 
sponsible law officer has stated that the statute does not 
permit action A, requires action B, or in another situa- 
tion permits choice only between actions C and D, then 
the administrative officer has no alternative but to act 
accordingly. If it is the law that speaks through the 
mouths of lawyers, how can an administrative officer 
disregard or overrule the oracle of the law? The gen- 
erally established, and sound, theory of relationship is, 
however, that the lawyer is an advisory officer to the 
administrator. He expresses his judgment as to what 
the courts will probably decide in a given situation. It 
is for the administrative officer then to determine on 
his administrative responsibility what action should be 
taken. It is likely that the general acceptance of this 
theory of relationship is testimony to the fact that ad- 
ministrators have come to recognize the elements of 
contingency in the legal process. In the light of the 
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Human Relations in Industry 
The Executive’s Attitude 


By SAM A. LEWISOHN 
Partner, Adolph Lewisohn & Sons, New York 


handling figures and goods, but also of handling 

men. Executives not only have to study figures 
and appraise economic trends, but also deal with co- 
executives and subordinates all the way down the line. 
This includes the handling of relations with executives 
above and below them, with the office force, and directly 
or indirectly, with men in the plant from superintendent 
to the individual employe. 

When it comes to relations with co-executives, this 
should be comparatively easy for a man with experience 
in an American university. There is one thing in which 
we excel in American colleges, and that is in our social 
relations—our “campus” relations—in fact, in some 
colleges it is thought to be overdone. A man who is 
a graduate of an American university should have ac- 
quired a spirit of good fellowship that will stand him 
in good stead when he takes his place in the outside 
world. 

But what I am principally concerned with is not the 
relations of a man with his executives of equal rank, 
but rather the position of a man as a leader to his subor- 
dirrates. I shall also separate the relations of the upper 
executive staff from the relations with the rank-and-file 
workmen. For though in many respects they involve 
similar principles, there are aspects to one type of rela- 
tions that do not exist in the other. The relations with 
the upper executive staff are comparatively untinged 
by the economic or controversial elements that com- 
plicate relations with the rank and file. Thus, in the 
absence of this complication, they should be compara- 
tively simple for a man who has acquired the spirit of 
social give and take that is present in most of our Amer- 
ican universities. 

It is not appropriate here to go into the niceties of 
executive leadership. There are plenty of books written 
on that subject, and any man who assumes an executive 
position in business can soon find out by experience just 


B tecnating executives have the job not only of 


1 Address before students of School of Business Administration, Uni- 
versity of Michigan, Ann Arbor, Michigan, January 22, 1940. Re- 
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Spring, 1940. 


how much to delegate, how to encourage initiative, how 
to secure co-operation, how to give orders. In the final 
analysis how you do all these things will depend on 
your make-up. Every leader has different methods of 
securing results. 

But what is important is the spirit behind it all. In 
this country at least, the spirit must be both human and 
democratic. 

The term “human element,” is no vague generaliza- 
tion—it is a very concrete thing. Human beings are 
motivated by emotions, not by gear-shifts. I know of 
one company (I shall not mention its name) in which 
it is reputed that the executives are discouraged from 
seeing each other. All contacts have to be made by 
memoranda. As far as possible everything has to be 
reduced to figures that are interchanged in a mechanical 
way. 

This is the wrong way to go about human relations 
within business. An executive should not regard him- 
self as a bad imitation of a slot machine. Men are held 
together by emotions and not by mechanical levers. God 
might have made us different, but that is the way we 
are made. Despite our inherent humanity there is 
sometimes a tendency in the United States to think that 
things can be worked out by cerebral processes—by 
statistical methods—that are only really workable by 
using our intuition. It is an attempt to intellectualize 
things that cannot be intellectualized. After all, a 
horse finds his way home much more effectively than 
some men do with a map. So do carrier pigeons. 

In a suggestive chapter of his book, “My Country 
and My People,” the distinguished Chinese scholar, Lin 
Yutang, has compared the Eastern and Western mode 
of thinking. He shows that Westerners are too prone 
to think that everything can be handled by formal sta- 
tistical methods and can be resolved to mathematical 
formulas and principles. He gives some amusing in- 
stances of the lengths to which this formal method is 
carried in some of the doctorate dissertations at Ameri- 
can universities. Quoting from Dr. Abraham Flexner’s 
“Universities, American, English and German,” he cites 
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the conclusion arrived at in a Columbia University dis- 
sertation on ice cream, that “the primary function of 
sugar in the manufacture of ice cream is to sweeten it”; 
and another dissertation submitted to the Graduate Fac- 
ulty in candidacy for degree of Master of Arts, Univer- 
sity of Chicago, entitled “Time and Motion Comparison 
on Four Methods of Dishwashing,” which perceives 
that “stooping and lifting are fatiguing”; and still an- 
other dissertation submitted in partial fulfillment of the 
requirements of Kansas State Agricultural College for 
degree of Doctor of Science, called “A Study of the 
Bacterial Content of Cotton Undershirts” which reveals 
that “the number of bacteria tends to increase with the 
length of time garments are worn.” 

I have quoted these instances to illustrate that, not 
only in the field of business, but in many other fields, 
one of our worst vices in America is this tendency to 
think that formal statistical methods can be extended to 
all situations. There is a limit to what can be handled 
by figures, and in the final analysis executives must 
develop and rely upon intuition. Just as there is no 
royal road to knowledge, there are no intellectual gad- 
gets that can take the place of common sense. 

On the other hand, the Far Easterners such as the 
Chinese are under the delusion that everything can be 
handled by intuition. There is, of course, a proper mean 
between the two, and the problem is to find that mean. 

Particularly in these matters of human relations it 
is well to remember that intuition and emotional dy- 
namism are much more important than any intellec- 
tualized formulas. Men who are emotional idiots should 
not attempt to lead other men. In order to get results 
with other men there must be some emotional inter- 
play—some emotional contact. Dynamic results in a 
business can only be achieved by the propulsion coming 
from on top, permeating the entire organization and 
repeated by executives down the line. This is how those 
intangible things called morale and dynamics in an in- 
stitution are secured. I am not suggesting that an ex- 
ecutive should imitate a college cheer leader, but he 
must use the best element of the leadership principle. 

There is a saying that “the expert should be on tap 
and not on top,” and if a student intends to do purely 
research work he can neglect developing any aptitude 
he has for leadership. But he must be confident that 
he will confine himself to research all his life. If he 
suspects that at any time in his career he may be faced 
with executive responsibility, it is imperative that he 
develop his personality. 

I have said that we must rely largely on intuition 


ADVANCED MANAGEMENT 73 


for leadership of men. But just because certain men 
have an innate flair for leadership, it does not mean 
that those who have this flair should not strengthen and 
augment it and that those who do not have this flair 
should not endeavor to build up their understanding of 
how to handle themselves with other human beings. It 
is important that executives study about the behavior 
of human beings and the developments in general and 
industrial psychology. Such a knowledge of modern 
psychology will sharpen the intuition and will make an 
executive understand why workmen act in one way or 
another. A manager must try constantly to improve 
himself and the effect he makes on other people by 
his manner and his understanding of the ways in which 
he can interpret his associates and subordinates and 
harmonize their human needs with those of the organi- 
zation. It will give him a competitive advantage over his 
fellow executives. 


Relations with Rank and File 


Now we come to the executive’s relations with the 
rank and file of workmen. Basically they are the same 
as relations with members of the executive staff. Econo- 
mists in the past talked a good deal about such abstrac- 
tions as the “economic man,” and “capital and labor.” 
Unfortunately these clichés are still used, and it is well 
to remember that like many abstractions they only con- 
tain partial truth and that in addition to the “economic 
man” there is an “administrative man” who is a unit 
in a complicated organization trying to achieve results 
in turning out productive goods. The problems of eco- 
nomics and class competition should be regarded merely 
as complications. 

The economic problems such as wages are only part 
of the problems that must be worked out between man- 
agement and men. The daily administrative problems 
inherent in the relations between a leader and his subor- 
dinates are just as vital. Because at present the more 
controversial aspects of labor relations are stressed 
should not mean that we can ignore the less dramatic 
but equally important daily relations. Indeed a healthy 
condition creates a sound foundation upon which any 
future controversy can be prevented from becoming 
acute. 

Thus the essential administrative problem in factory 
management is the human one—one of managing hu- 
man beings. Relations with workmen do not, as so 
many people seem to think, involve purely economic 
problems or purely class problems. For example, in 
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Russia the Soviet leaders have had as much difficulty in 
organizing people for work as in capitalistic America. 
At the beginning of its industrial relations, Russia 
found difficulties in organizing men for work. In 1926 
we hear that Rykoff, the Russian Premier (I quote 
from a newspaper item of May 23, 1926): “outlined 
the drastic measures which were necessary to make the 
mines profitable. He gave examples of mines where, 
although the miners remained underground seven hours, 
they were obliged to spend three hours of that time 
idle, entirely through lack of organization.” The Rus- 
sian periodicals in 1931 were full of instances of such 
difficulties. In that year I gathered together some 
characteristic examples and will quote just one out of 
hundreds of such instances from a Soviet newspaper: 

“The carrying out of the economic programme is 
impeded by unjustifiable absences on the part of the 
workers, suspension of work in undertakings, a relative 
increase in waste of materials, failure to carry out the 
orders of the administrative and technical staff.” 

In short, while there are complications of the admin- 
istrative aspect due to economic causes the problem of 
producing teamwork is always with us. And in this 
matter the general attitude that is adopted is most im- 
portant and the attitude that should be adopted by any 
executive should be the poised, dispassionate attitude of 
the democratic leader. 

It is commonplace to stress the natural physical as- 
pects of America and it has also become commonplace 
to stress the enormous human energy and resourceful- 
ness that has made possible the exploitation of our 
physical resources. But there is one resource that has 
been too little exploited and indeed almost forgotten. 
That resource is our democratic spirit. With all the 
surface bitterness that runs through our national life, 
this democratic spirit unites us all. There is a jaunty 
good nature that is imbedded in the make-up of all of 
us, from taxicab driver to investment banker. 

For, though we forget it from time to time, the out- 
standing genius of this country has been the liquida- 
tion of the caste system which underlies the social fabric 
of all Europe and Asia. That this is no wishful think- 
ing, no mere theoretical ideal, no Fourth of July rheto- 
ric, is proved by the observations of open-minded 
unprejudiced observers, particularly Europeans, who 
have come closely in touch with our industrial as well 
as our social life. 

Such men as Dubreuil, the French labor executive 
and student, who came to this country a few years ago 
and lived for fifteen months closely within our indus- 
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trial system, have testified to their amazement at our 
lack of a caste spirit. In his book published in 1929, 
“Robots or Men?” which had a large circulation in 
France and through the English translation also in this 
country, Dubreuil, who was Secretary of the French 
Federation of Labor, pointed out that before leaving 
France, he was under the impression that the American 
workman was a mere cog in a machine and was regi- 
mented in a manner that made him a mechanical robot. 
To his amazement he found the relation between man- 
agers and men much more democratic than it was in 
France. He was particularly impressed by the easy- 
going camaraderie that existed as contrasted with what 
he describes as the haughtiness—probably better trans- 
lated as “high-hat-ness”—existing between the employer 
and men in French factories. Such men as Dubreuil 
had thought that the claim that we had no caste spirit 
in America was merely a political pretension and an 
aspiration. But they found imbedded in the spirit of 
industrial worker and industrial executive among whom 
they lived in this country this profound difference in 
social attitude from the European and Asiatic attitude. 

I have said that Europeans have been amazed at the 
comparatively democratic spirit existing here between 
executives and men. But there is not always enough 
of this spirit. Too often the autocratic, dictatorial 
attitude has prevailed. I could give instance after in- 
stance of foremen and lower executives, men who were 
technically competent, who had to be displaced for lack 
of this democratic spirit. I know of more important 
executives who have been displaced because, though 
technically excellent production men, they insisted upon 
being stiff martinets instead of democratic leaders. 

The first thing that is asked about an industrial ex- 
ecutive is, “Can he handle labor relations?” I have 
in mind the case of a well-trained engineer in one of 
our outlying Latin American properties, who was a 
most competent engineer but had to be removed for 
lack of qualities of leadership and ability to get along 
with other men. His place was taken by a man who 
was a diplomat and who was more human in his ap- 
proach. 

Some people take it for granted that just because 
business becomes large the personality of the manager 
has become less important. But in some respects it is 
just the other way. Where companies are larger hu: 
man relations are if anything more complex and the 
needs of personalized relations are the greater. The 
personality of the executive staff has become more im- 
portant than ever before. 
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Good Nature in Business 


What executives must do is not to keep their good 
nature—their natural American humanitarian spirit—in 
an air-tight compartment for their social life only. They 
must carry it over more freely into their industrial 
activity. It must be interwoven into the fabric of their 
industrial relations programs. A diplomatic, democratic 
attitude on the part of an executive has become a real 
business asset. An industrial executive just cannot af- 
ford to be without it if he is to be a success. In indus- 
try the democratic non-class attitude pays. It is good 
business. 


Relations with Unions 


As I pointed out, there are in these factory relations, 
complications which for all practical purposes are absent 
in the relations between executives and upper staff. 
These complications include the problems of unionism 
and class-consciousness. 

I shall not discuss the merits or demerits, the scope 
or limitation, of unionism; but, keeping to my subject, 
shall limit myself to the relations of the employer to- 
wards unionism. What should his attitude be? My 
conviction is that the executive should constantly keep 
in mind that under the present system he is the leader 
and the party primarily responsible for getting results 
in industry. I admit that in view of the fact that it is 
a problem which is of such vital importance to his suc- 
cess, he cannot be entirely detached, but as far as pos- 
sible an objective attitude should be maintained. He 
must persistently maintain this objective point of view 
and not allow any apparent excésses to swerve him from 
this position of fairminded composure. Young men 
entering business should free themselves from any emo- 
tional class-consciousness on their own part. The popu- 
lar assumption is that it is only the workers that are 
class-conscious, but as a matter of fact employers are 
themselves often imbued with this attitude. Employers 
just as much as employes have been too prone to accept 
the ideologies of class warfare handed down by theorists 
of the last fifty years. Such ideologies involve an al- 
most childish simplification of the interests of the 
groups in question. They involve a grotesque distortion 
of a realistic appraisal of economic activity. 

Personally, I believe this concept of class warfare is 
one of the outstanding fallacies of our time. The trou- 
ble is that, though consciously denounced and repudi- 
ated by employing groups, this fallacious concept is to 
a large extent unconsciously accepted by them as a true 
description of our society. Employers accept this class- 
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conscious pattern as an adequate way of looking at our 
society, without being aware that they are accepting 
this pattern. They would be horrified at thinking that 
they have accepted so much of the Marxian analysis, 
but they have. They are class-conscious without being 
aware of it. This attitude is just the wrong sort of 
attitude with which an employer should approach his 
executive problems in the factory. A die-hard executive 
with a class-conscious bias is a menace to an industrial 
organization. The man on the street may accept the 
conventional Marxian pattern, but the executive should 
be the last to do so either with his brains or with his 
heart. 

Recent legislation has provided that the employer 
must not advise or influence his employes as to union 
matters. It is my sincere hope that such regulation in 
our recent laws will not to any extent discourage con- 
tacts between employers and employes. Contact with 
the rank and file of employes is part and parcel of 
executive leadership from the top down and is inherent 
in maintaining cohesion in any organization. This con- 
tact must be maintained. It is what makes for that 
intangible quality called “morale.” No legislation should 
discourage an employer from maintaining this relation- 
ship. 


Should Not Overdelegate Labor Relations 


I have emphasized the importance of general attitude, 
but though general attitude is important it is not suffi- 
cient of itself to insure success in handling labor rela- 
tions. In addition time and attention must be given 
to the problem by any executive who has to do with 
factory or plant. Here is the one thing that the plant 
manager cannot afford to delegate. Of course in a large 
organization a personnel department is absolutely nec- 
essary to enable the manager to handle the problem with 
any control. But such a personnel department should 
be regarded merely as a sort of limb of the manage- 
ment—as an extension of the management itself. The 
manager must continually make clear that he is in con- 
tact with and maintains an intimate relation with his 
employes. In employe relations there is a limit to dele- 
gation and specialization. 

Employe relations are like consumer relations in many 
respects. But they are different from them in this re- 
spect: the matter of sales management can be depart- 
mentalized, but relations to workers just cannot be 
departmentalized with any success—that is, they cannot 
be divorced from the general management. But of 
course, all these matters are matters of degree. 
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What are some of the matters which must be kept 
in mind in handling employe relations? Generally 
speaking, the attempt must be made to satisfy the desire 
of the employes within the limits of productive effi- 
ciency. In this connection it is wise to remember that 
productive efficiency is furthered by the satisfaction of 
their aspirations. 

Just for the sake of having some concrete basis, I 
would roughly classify these desires into the desire for 
justice, for opportunity, and the desire for some under- 
standing of the enterprise. 

Justice is, of course, just an elemental idea of fair 
play. I am leaving aside the matter of wages, as this 
is the economic side of the problem. There are definite 
economic limits within which even the most liberal em- 
ployer is confined in paying real wages. I am rather 
referring to the sort of justice which should inhere in 
the daily relations between executives and their subordi- 
nates. Let me give an instance: 

In a mine with which the writer is acquainted, there 
fortunately exists an excellent morale. The superin- 
tendent of one of the departments, a valuable but ex- 
citable man, was angry with a workman over a mistake. 
In his excitement he grasped the workman by the arm. 
The latter misunderstood. A rough-and-tumble fight 
occurred. The manager of the mine suspended the of- 
fending superintendent, and in spite of the willingness 
of the workman to drop the incident, insisted on a 
formal apology. In another mine, a subordinate depart- 
ment head discharged an engineer who had wrecked an 
important machine by careless manipulation. In replac- 
ing this man, he skipped the brother of the discharged 
engineer, who was next in line for promotion. It looked 
as if the executive was punishing the man for the 
faults of his brother. It appeared certain that this step 
would create a great deal of resentment. The manager 
promptly overruled the act of his assistant, risking the 
loss of a valuable executive member of his staff in so 
doing. It is this sort of fairness that is fundamental 
in any sound administrative system. 

It may be said that this is a matter which has nothing 
to do with technique but which depends solely upon 
the innate breeding of the man in charge. But I have 
seen radical changes occur even with men of naturally 
good instincts for leadership when they were properly 
trained. Otherwise executives too often forget their 
intuitive talent for leadership and become absorbed in 
purely mechanical and financial problems. It is for this 
reason that in America we have gone in for courses of 
foremen training. The Federal Board for Vocational 
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Education, a governmental institution, has given demon- 
stration courses in many factories. 

Thus, we come to the desire of the workmen for op- 
portunity. Workmen who are energetic desire a suc- 
cessful career. Of course in America with our tradition 
of “jack of all trades” (which we carry perhaps too 
far), with our idea that every bright young man can 
adjust himself to almost any technique, we have gone 
much further than any other country in trying to make 
use of promising material in the ranks. Therefore, 
there has been a great deal of time and effort spent in 
systems of training, and methods of awarding promo- 
tion to the able man. This is the sort of thing that is 
the foundation of an adequate Personnel Department. 
Though an executive must give his personal attention 
to his labor problems he also must set up adequate 
facilities to assist him. 

Then there is the matter of mutual understanding. 
The employer should explain to employes the conditions 
which face them both. Workers may have a vague feel- 
ing that some of the things they would like to have 
from industry are not attainable, but it is only a general 
feeling which may be belied by misconceptions respect- 
ing the course of the company’s business or profits. 
There is great value in making employes know what 
the problems of the business are and what practical 
limitations are imposed by conditions which neither the 
employer nor workers can in a given case change. For 
example, if shut-downs or lay-offs are necessary, the 
matter and procedure should be carefully explained 
either directly or through foremen. I think industrial 
executives are appreciating the desire of the worker 
for mutuality of information as a prelude to mutuality 
of interest. 

In these labor relations an ounce of prevention is 
worth a pound of cure, and the constructive role of 
management is to provide a leadership so well focused 
on its human problem that it prevents the condition 
which leads to grievances. Such management takes the 
same attitude toward labor that a well-run company 
does toward its customers: it anticipates customers’ 
wants and is quick to guard its reputation for fair- 
dealing. 

Superficially, these details of labor administration 
may not seem important, especially when considered 
one by one. But it is important to remember that it is 
not always the largest part of the machine that causes 
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Management Planning in the Federal Government 
By BERNARD L. GLADIEUX 


Administrative Consultant, Federal Bureau of the Budget 


eral administration during recent years has been 

the establishment of staff units in a number of 
departments and agencies to conduct management plan- 
ning and research activities. Such units have been 
utilized for studying problems of administrative or- 
ganization and procedure and for formulating plans 
designed to improve the operating efficiency of the par- 
ticular agency. 

Students and practitioners of public administration 
have long recognized the need for what are here called, 
for want of better names, management planning and 
research in government. The scientific management 
movement originated by Frederick W. Taylor had as 
one of its integral features the establishment of staff 
facilities devoted to organization planning and the in- 
vestigation of systems and procedures throughout the 
agency. This staff activity has, moreover, become 
steadily more important in recent years as governments 
have expanded their services and as the operation of 
government has become increasingly more technical. 

In spite of general acceptance of the need for con- 
ducting continuous management planning and research 
in large governmental organizations, the trend toward 
the adoption of this managerial tool has on the whole 
been relatively slow. Recent developments in this field, 
however, particularly in the Federal Government have 
been of sufficient importance to attract considerable 
attention to these activities and to encourage the belief 
that such facilities can make a substantial contribution 
to more effective management. 


er of the most significant developments in Fed- 


Need for Management Planning and Research 


Effective administration in any enterprise involves 
the formulation of a program of operations, the devel- 
opment of an organization staffed with competent per- 
sonnel to carry on such operations, the co-ordination 
and control of the various parts of the organization to 
the end that effective work will result, and a check on 
accomplishments in order that the success of operations 
can be measured and future plans adjusted accordingly. 

At every stage in this administrative process super- 


visory officials must make decisions of both major and 
minor importance. The wisdom of these administrative 
decisions will depend in large measure upon the infor- 
mation and advice available to the responsible officers in 
defining their course of action. If such decisions are 
made without proper analysis of the facts in the specific 
case or without regard to standard practices developed 
as the result of research into many similar situations, 
the chances are they will not be the best decisions; and 
it is the accumulation of poor decisions or the failure 
to make necessary decisions which produces bad ad- 
ministration. 

The problem confronting every governmental agency 
then is how to make sure that decisions will be ren- 
dered upon the sound basis of adequate information, 
proper objective analysis, and qualified advice. The first 
need is obviously for competent administrators who 
possess the personal judgment and capacity necessary to 
relate an immediate practical problem to their own 
knowledge in order to yield a sound solution. 

However, such administrators or supervisors, partic- 
ularly in large agencies, are invariably so beset by the 
pressure of daily duties that they cannot personally give 
sufficient time to study adequately more than a small 
fraction of the many administrative problems with which 
they are constantly confronted. We generally recog- 
nize this dilemma as it relates to technical problems, 
that is problems which deal with the “substance” of a 
program, by maintaining staffs of technicians whose 
duty it is to keep the administrator informed of devel- 
opments on the program side and to advise him on mat- 
ters of program policy. 

The value of staff facilities applies with equal validity 
to the study and solution of organizational, general ad- 
ministrative and procedural problems. Thus, as the 
administrator needs a technical staff to aid him on prob- 
lems of program planning and execution, so does he 
also need technical staff assistants who are concerned 
with the effectiveness of the administrative machinery 
necessary to carry out the program and who can help 
him to reach sound decisions on matters of organiza- 
tion and management. Particularly as an organization 
grows in size and scope does it become increasingly 
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necessary that the administrator formalize these activi- 
ties through provision of a staff whose sole duty it is 
to analyze organizational problems, assist in solving cur- 
rent management questions, and make recommendations 
designed to improve administrative methods and pro- 
cedures. In large departments and agencies employing 
thousands of persons and carrying on a wide range of 
activities such units are often required at the depart- 
mental, bureau, and on occasion, at the division level. 


Planning the Organization Structure 


The principal responsibility of a management plan- 
ning and research unit is to study the effectiveness of 
the basic plan of organization for the agency and to 
develop improved plans to facilitate the accomplishment 
of its objectives. This phase of planning and research 
is concerned with the proper division and functional 
distribution of the work of the agency; the establish- 
ment of a sound structure of authority and control ; the 
provision of appropriate staff facilities and services; 
the elimination of jurisdictional conflicts, and proper 
program co-ordination. The objective of these activi- 
ties is the development and continued maintenance of an 
organization which will enable the chief administrator 
to energize and co-ordinate all subdivisions of work to 
the end that the major purposes of the agency may be 
achieved effectively. 

If the agency has a regional or field organization, the 
management planning unit will have many additional 
problems to study. Examples of field administration 
problems are the geographic distribution of offices, the 
types of functions to be decentralized and the working 
relationships between the field and central offices. These 
and numerous other administrative questions still await 
satisfactory solution in many Federal agencies. With 
the trend toward regional administration in the Federal 
Government, the analysis of such issues becomes in- 
creasingly important. 

This basic analysis, appraisal and planning of organi- 
zation structure is a continuing process. No govern- 
mental organization remains static, and no administra- 
tive structure can be established or reorganized in a 
final form. There must be provision for constant ad- 
justment to meet changes in technical methods and to 
care for increases or decreases in operating activities. 
Without continuous appraisal and planned revision, an 
organization tends to become inflexible and unable to 
keep pace with new developments. 
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These changes in program must be quickly and ef- 
fectively translated into organizational adjustments if 
the administrative machinery is to be fully adapted to 
current operating needs. Competent and continuous 
management planning is indispensable to the successful 
and expeditious accomplishment of such organizational 
changes. All too often in government necessary or- 
ganizational realignments are deferred indefinitely, fre- 
quently with the result that new functions are inade- 
quately provided for and old activities are continued 
long after their utility in the program is at an end. For 
example, files may be maintained or voluminous sta- 
tistical reports continued when they have ceased to con- 
tribute to a program that has shifted in emphasis or 
content. Such residual activities may often prove ex- 
ceedingly expensive. A planning staff constantly aware 
of program requirements can, in conjunction with the 
budget agency, prevent or remedy this type of situation 
by taking steps to eliminate or reduce the unit affected 
and to reassign its functions and personnel. 

This need for organization planning is particularly 
pressing in the huge Federal establishment in which 
new programs are constantly emerging and old activi- 
ties are being liquidated, expanded or revised. It is 
also highly important in state and local governments as 
they inaugurate new programs and revamp old. Most 
jurisdictions have a long way to go in getting caught up 
with even elementary standards of administration. Our 
knowledge is far ahead of practice. 


Simplification of Procedures 


Another planning and research activity which be- 
comes increasingly important in any large governmental 
unit relates to the simplification and general improve- 
ment of administrative and operating procedures. Un- 
less a pruning knife is vigorously and continuously em- 
ployed, procedures tend to become cumbersome and slow 
moving. There is an accretion of checks and clearances 
and the addition of much paper work to meet new 
activities or situations which could be better remedied 
by the revision of old procedures. 

A periodic appraisal of all administrative and operat- 
ing procedures is essential to economy of operation and 
the smooth flow of work. A management planning and 
research staff familiar with productive work methods 
and the techniques involved in simplifying procedures 
will often increase the speed and efficiency of operations 
by eliminating a large number of unessential steps. 
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Preparation of Administrative Orders 


Another important function, closely related to the 
analysis of organization and procedures, is the prepara- 
tion of formal administrative orders, instructions and 
other documents of general administrative application. 
Such orders, when approved by the chief administrator, 
serve as governing directions for administrative and 
operating practice and are an indispensable part of any 
well-run agency. This particular function is empha- 
sized because administrative direction in the Federal 
field is usually implemented by the issuance of formal 
orders, a large proportion of which are poorly written, 
too formalized or inadequate for the purposes intended. 

The preparation of formal orders by a planning unit 
gives assurance that duties are allocated and procedures 
fixed in accordance with the master organization plan 
and in conformity with prevailing policy and adminis- 
trative necessities. A competent staff, including a skilled 
editor, familiar with the techniques of preparing such 
orders, is also able to couch them in simple language 
that is readily understood by the personnel affected. 
Through central preparation or clearance, co-ordination 
of proposed orders with existing instructions and with 
current administrative practices is also assured. Fur- 
thermore, the planning unit sees that such orders are 
checked, as necessary, with the legal staff for legal im- 
plications, with the budget unit for adherence to bud- 
getary limitations, and with the appropriate technical or 
operating staffs for program requirements. 


Development of Standards and’ Methods of Measurements 


The development of standards and methods for the 
measurement and evaluation of work is also important. 
Such methods involve the formulation of production 
measurements, cost systems, performance standards and 
other criteria designed to appraise the results of a pro- 
gram of action, the efficiency of operations or the ade- 
quacy of work methods. These measurement activities 
are concerned with the technique of relating effort ex- 
pended to results accomplished. The planning unit can 
render a valuable service here by assisting in the design 
of administrative reports which will inform supervi- 
sory officers of the problems, work units, costs, accom- 
plishments, and other evaluations essential to effective 
management. 

The development of objective measurement tech- 
niques in government is in its infancy, but some agencies 
have made worthy strides in taking advantage of tech- 
niques presently available. The planning staff of an 
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agency may well take the initiative in the conduct of 
research in the whole field of measurement techniques 
and standards and in the installation of improved meth- 
ods. This staff should not however be responsible for 
maintaining the records, cost statements and other ele- 
ments of measurement and reporting systems but should 
offer assistance to operating officials in formulating and 
installing such plans. 


Other Management Planning Activities 


Other related activities of a management planning 
staff include, for example, the review and clearance of 
operating forms and charts, study of standards for the 
efficient allocation of office space, research directed 
toward the improvement of office methods and practices, 
and analysis of the need for and use of mechanical 
equipment. Although these activities are subsidiary to 
those previously discussed, they contribute to the gen- 
eral objective of an efficient and co-ordinated plan of 
administration. 


Federal Planning Units 


Although the establishment of management planning 
units as an integral feature of governmental adminis- 
tration has been of relatively slow growth, many recent 
and significant developments have taken place not only 
at the Federal level but in state and local governments 
as well. In the field of over-all management at the Fed- 
eral level, the recent installation of the Division of 
Administrative Management of the Bureau of the Bud- 
get in the Executive Office of the President is of special 
significance. The establishment of such a unit to serve 
as the staff arm of the President in investigating the 
broad problems involved in Federal administration has 
long been advocated by many officials and others inter- 
ested in improving the administrative management of 
the Federal Government. 

A major responsibility of this new Administrative 
Management Division is to conduct basic studies of 
the over-all organization and administration of the Fed- 
eral establishment and to assist in the formulation and 
execution of specific programs of reorganization. This 
involves the grouping, consolidating and abolishing of 
agencies in the interests of economy and efficiency of 
operation. The division is also concerned with study- 
ing specific administrative and organization problems 
which are common to many agencies and which cut 
across all lines of government. It will have here a 
most fertile field in which to develop administrative 
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standards and principles of organization which may 
have general applicability. 

The Administrative Management Division is also de- 
veloping facilities for organization and management 
surveys of particular departments and agencies with a 
view to making improvements which will afford more 
effective and efficient operation. Perhaps many mis- 
takes will be avoided by assistance which this division 
can render to new agencies in planning their adminis- 
trative organization and procedures and in guiding their 
establishment along businesslike lines. 

Finally, the Administrative Management Division 
gives promise of becoming a center of consultation and 
assistance for management planning and research car- 
ried on within the various agencies. A valuable service 
will be performed if the division stimulates the several 
departments and agencies to develop their own planning 
and research facilities. In this way continuous study 
and appraisal of organization, methods and procedures 
within each agency can be assured with anticipated im- 
provements in service and reductions in cost. 

A number of individual Federal agencies, particularly 
those established in recent years to administer major 
programs, have developed management planning and 
research units as aids to over-all administrative manage- 
ment. While no common title distinguishes the units 
which furnish these facilities they have been formalized 
in the administrative structure and generally carry on 
the functions previously described. Staffs devoted to 
this work have been operating for some time in the 
Department of Agriculture, the Social Security Board, 
the Rural Electrification Administration, the Railroad 
Retirement Board, the United States Housing Authority, 
the Farm Credit Administration and the Work Projects 
Administration—to cite a few examples without at- 
tempting to exhaust the list. More recently the Ad- 
ministrator of the Federal Works Agency has taken 
steps to provide a planning unit (combined with the 
budget staff and placed under the direction of his 
Executive Assistant) to deal with the broad adminis- 
trative problems involved in co-ordinating and super- 
vising the five major establishments comprising this 
new agency. Thus, in the case of the Federal Works 
Agency, management planning units will function at 
the top level in the organization (Administrator’s Of- 
fice) and at the lower levels in the organization as well 
(U.S.H.A., W.P.A., etc. ). 

Many Federal departments and agencies, however, 
are not yet equipped to carry on management planning 
activities, or to collaborate adequately with the Admin- 
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istrative Management Division of the Bureau of the 
Budget. Some of the existing planning and research 
units are not adequately staffed, some fail to carry on 
many of the most important activities with which they 
should be concerned, and others have not yet worked 
out their proper place in the organization to which they 
are attached. Moreover, although some agencies recog- 
nize the importance of planning and research, these ac- 
tivities are not sufficiently formalized in a designated 
unit; they are often carried on intermittently by some 
already overburdened staff officer or some operating 
official on special assignment. At the lower supervisory 
levels, inadequate provision is often made for adminis- 
trative assistants who can aid the supervisor in solving 
many of the pressing but more restricted problems 
which come to his attention. Often the assistants are 
technicians who are not skilled in management, with the 
result that their work may sometimes handicap rather 
than help effective administration. 

Other Federal agencies have not established any facil- 
ities for current management research. These agencies 
either think it is unnecessary or regard it as a function 
that can be taken care of in the normal course of work 
by the operating staff. Under this circumstance effec- 
tive management planning is rarely achieved. Operating 
officials are usually so concerned with their own activi- 
ties and with the day-to-day problems of producing 
work that it requires the stimulus of a separate staff to 
assure proper performance of planning activities. 

The lack of formal provision for management plan- 
ning and research may result in a disjointed, slow-mov- 
ing organization. Any one familiar with Federal 
administration knows of agencies which have suffered 
through lack of sound organization planning both at 
their inception and after establishment. Such agencies 
may have been established with an organization struc- 
ture unsuited to long-term operations and not adapted 
to the achievement of its major objectives. Reorganiza- 
tion eventually becomes imperative but because of the 
fixed character of the structure and the rigidity of most 
of the position allocations, is sometimes deferred indefi- 
nitely in spite of urgent need and, of course, with in- 
creasingly deleterious results. Continuous appraisal and 
adjustment of the agency’s administrative methods by 
a competent planning staff is the effective remedy for 
such situations. 


Location of the Planning Unit in the 
Organization Structure 


The location of the planning and research unit in an 
agency and its role in administration are matters which 











—_, jee 


as rth wm 


nh 


~~ fr 





April, May, June, 1940 


should be determined with full consideration of its sig- 
nificance as a managerial device. In any particular 
agency many factors must obviously be considered, in- 
cluding the type of program that is being administered, 
the size of the agency, the existing plan of organization, 
the adequacy of staff facilities, and the qualifications of 
the principal administrative staff. 

While no single pattern will be equally effective for 
all agencies, it is of vital importance that the planning 
unit be placed in a position in the organization which 
will permit it to approach administrative problems with- 
out the limitations of a specialized program interest. 
The other staff activities with which it is closely associ- 
ated should be agency-wide in their scope and seeking 
the same general objective of better over-all administra- 
tion. 

The most pronounced trend in the Federal Govern- 
ment, as well as in state and local jurisdictions, is the 
integration of management planning and budgeting 
functions. These functions are often combined in a 
single staff unit responsible to the administrator or 
established (frequently with personnel work) as sep- 
arate but co-ordinated divisions under an executive as- 
sistant to the administrator. Each of these practices is 
common, and experience has demonstrated the merit of 
each arrangement in specific agencies. 


Integration with Budget Administration 


Management planning and budgeting are closely inter- 
related by the unity of their objectives, namely, the 
provision of a sound plan of administration requiring 
the least expenditure consistent with effective operation. 
In both activities it is necessary to determine the volume 
of work, how it is being performed, whether better 
plans or methods can be devised for its performance, 
how many people are necessary to do the job, and how 
much money will be required under the best plan. The 
techniques involved in arriving at the answers to these 
problems are the same for both budgeting and manage- 
ment planning, namely, intensive analysis and appraisal 
of the plan of administration with a view to increasing 
efficiency and assuring economy of operation. 

Competent management planning can be invaluable as 
a basis for instituting operating economies. A sound or- 
ganization structure, simplified procedures, and smooth- 
flowing operations are prerequisites to economical and 
efficient governmental administration. These ends are 
the specific objectives of management planning, and 
their achievement demands the close co-operation and 
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co-ordination of the planning and the budgeting staffs. 

Budget administration adequate for modern needs 
does not stop at office review of estimates but involves 
first-hand knowledge of operations as well. It is con- 
cerned with the scope and adequacy of operations, with 
long-term as well as immediate work programs, with 
the quality of administration, with the efficiency of 
work performed, and with a variety of public policy and 
fiscal considerations. Unless the budget staff under- 
stands the administrative structure and operating prob- 
lems of an agency, their budget work tends to become 
a routine, clerical service. To formulate an intelligent 
budget plan, the budget officer must have a thorough 
knowledge of the plan of administration and its operat- 
ing methods as well as its financial resources. 

The management planner, on the other hand, cannot 
formulate a new or revised plan of administration with- 
out fully considering its cost in relation to budgetary 
requirements. For example, in determining the relative 
merits of centralized or decentralized execution of a 
particular program, budget considerations must play an 
important and often dominant role. Problems of organ- 
ization must therefore be solved in full recognition of 
their budgetary implications. 

The recommended integration of these two activities 
does not imply that the same personnel should handle 
both the budget and management planning work. On 
the contrary, the best results will usually result if plan- 
ning and research functions are concentrated in a sepa- 
rate staff which is free from the detailed duties incident 
to the handling of budget estimates. The close co-ordi- 
nation of the two activities should be accomplished, 
however, through common over-all supervision. Fre- 
quent interchange of staff is also desirable. 

While budgeting and accounting have many interre- 
lationships, the inclusion of budgeting and management 
planning in a general finance and accounting division is 
seldom wise. Budgeting is principally a management 
function and only partially a fiscal function. The com- 
bination of the budgeting activities with general ac- 
counting, auditing’ and other financial activities usually 
tends to lend a restricted fiscal approach to their per- 
formance. The appointment of an accounting or other 
specialized technician to head such work is thus to be 
avoided. Both budgeting and management planning 
offer a unique contribution as tools of management and 
are of sufficient importance to warrant segregation from 
routine fiscal operations and to merit status as direct 
arms of management. 

The present status and organization of the Federal 
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Bureau of the Budget may be cited as a case in point of 
the trend just described. Reorganization Plan No. 1 of 
April 25, 1939, transferred the entire Bureau from the 
Department of the Treasury to thé Executive Office of 
the President. Its function as a major instrument of 
management was further defined by the Executive Or- 
der of September 8, 1939, establishing the divisions of 
the Executive Office of the President and defining their 
functions and duties. The Bureau is thus in a position 
where it may serve as one of the major managerial aids 
of the President. Although the staffs of the Adminis- 
trative Management and Estimates Divisions of the 
Bureau are maintained as separate units, their work is 
closely co-ordinated. 


Relationship to Other Staff Facilities 


In the successful conduct of management planning 
and research, close working relationships with other 
staff and management facilities of the organization have 
proved to be essential. The legal, program or functional 
research, and personnel units have a role to play as well 
as the budget branch. The overhead structure of any 
organization should be such as to encourage frequent 
consultations and joint activity among these several staff 
and management units. Indeed, the effective use of such 
staff aids is a principal task of management. 

Perhaps because of the failure of some Federal agen- 
cies to appreciate the need for management planning 
work or to recognize its unitary relationship with the 
budget function, there are cases of subordination of 
such planning work as is carried on to the legal, per- 
sonnel or program research units. In some cases these 
departures from what is considered to be sound practice 
may be justified temporarily because of special condi- 
tions such as the traditional interest of one of these 
units in management planning work, the absence of a 
competent budget agency equipped to provide leadership 
along the whole management front, inability to secure 
qualified staff, size of the organization or some similar 
factor or combination of factors. 

The legal unit has an important part to play in advis- 
ing on the legality of proposed administrative changes 
and in reviewing drafts of administrative orders, regula- 
tions and other documents to check for conformity with 
applicable law. In addition to the review of drafts of 
orders and instructions to determine legality of contem- 
plated action, the legal staff should also be consulted on 
such matters as the legal implications of the general 
organization set-up, delegations of authority and the 
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legal aspects of administrative policies and procedures. 

Numerous Federal agencies have, however, permitted 
their legal divisions to determine many questions of 
strictly an organizational, management or procedural 
character in addition to the legal advisory services 
outlined above. The opportunity for resolving these non- 
legal matters usually arises out of the review or prepa- 
ration of administrative orders and other instructions by 
the legal division. If legal units were staffed with per- 
sons skilled in management planning work and who 
have a management rather than formalistic or legalistic 
approach, the results might be more constructive. How- 
ever, the assumption of planning duties by legal staffs 
inevitably leads to a limited functional approach to ad- 
ministration with a tendency to encumber even the 
simplest administrative procedure with legal technicali- 
ties and to obscure administrative orders and instruc- 
tions in legal verbiage. The specialized character of 
legal training and experience in addition to the restricted 
functions of a legal division usually prevents such a unit 
from achieving the over-all view of management which 
organization and procedure work requires. 

As in the case of legal divisions, frequent contacts 
are needed by the planning staff with the “program” or 
“substantive” research branch in order that organiza- 
tion and procedural studies may keep abreast of new 
developments in program. The program research staff, 
on the other hand, will need to confer with the planning 
unit continuously in order to determine the administra- 
tive feasibility of proposed changes in program and to 
secure advice on needed procedural adjustments. How- 
ever, these two types of activities are so dissimilar in 
their techniques and objectives and in the type of staff 
required that their consolidation in a single unit is sel- 
dom warranted. To consolidate them is to submerge 
organization planning as a management device and to 
preclude such work from attaining the broad organiza- 
tional approach essential to its success. 

This need for close articulation of management plan- 
ning and research work with other staff facilities has 
been found to be particularly urgent in the case of the 
personnel division. All changes in organization, and pro- 


cedure entail personnel adjustments such as the estab-' 


lishment, abolishment or reclassification of positions. 
This means transfers, promotions, new appointments 
and sometimes dismissals. 

The personnel agency is in a strategic position to learn 
of organization and management difficulties and to ad- 
vise with the planning unit in remedying such difficul- 
ties. The classification staff, for example, can bring to 











— ~~ -—-, e we we KO HF CSU SCO COP 


a 


“we . 





April, May, June, 1940 


bear upon problems of organization and management 
the wide knowledge of existing practices gained as a 
part of its regular classification work. Such work re- 
quires an examination of the responsibilities and duties 
of employes at all levels in the organization, and of the 
interrelationships of various activities performed. This 
information is essential to the management planning and 
research unit in the development of new schemes of 
organization or in the adjustment of administrative 
practices. Conversely, the planning unit will encounter 
cases of improper classification as well as situations 
where personnel difficulties impede effective manage- 
ment. 

The fact that management planning and personnel 
work require close co-ordination does not mean that the 
planning unit should be made a subordinate part of the 
personnel division unless, by chance, it is not feasible to 
organize such facilities as a part of the budget unit or 
directly under the chief administrator. Not only does 
management planning and research call for broader 
fields of action and more varied techniques than person- 
nel work, but the personnel officer is also likely to be 
severely handicapped in selling his personnel program 
to operating officials if he is charged with formulating 
and installing organization plans and procedures. If 
personnel facilities have been set up more or less inde- 
pendent of the chief executive, as has been the tradi- 
tional pattern in most governments up until very recent 
times, (usually in the form of independent Civil Service 
Commissions), the location of management planning 
work in such personnel units is most undesirable. Such 
an arrangement removes from the chief executive com- 
mand of facilities which are essential to the performance 
of his job of management. 

Perhaps some further exploration of the proper role 
of position classification work may help to clarify the 
relative responsibilities of the personnel, budgeting and 
planning units. The job of the classification staff is to 
identify individual positions once the general structure, 
work distribution and procedures of the organization 
have been planned, established or revised. The duty of 
the personnel unit is to analyze the necessary positions, 
describe (but not prescribe) the assigned duties and, 
once positions have been allocated to the proper classes, 
to secure qualified staff to carry out such duties. To 
guard against the classification plan freezing a poor 
organization set-up or an improper distribution of work, 
the personnel unit must constantly press for organiza- 
tion and procedural adjustments whenever it discovers 
that such changes are needed. However, this concern 
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which the classification unit has in organization and pro- 
cedures does not properly extend to fixing the plan of 
organization or to determining the number and character 
of positions allowed. Organization planning falls within 
the scope of the planning unit while the determination 
of position requirements is essentially a budget responsi- 
bility. 


Role in the Organization 


The management research and planning unit, as well 
as the budget unit, should serve in the capacity of an 
immediate staff arm to the chief administrator and be 
clothed with the prestige of his office in making its vari- 
ous contacts and studies throughout the organization. 
Unless it occupies this position of organizational prox- 
imity to the chief administrator and is closely tied in 
with his immediate activities, a planning staff may tend 
to become a mere appendage in the organization, di- 
vorced from operating realities. 

Even though the planning unit enjoys an intimate 
staff relationship to the chief official of the agency, it 
should possess no administrative authority with respect 
to the execution of policy or program. The staff should 
serve in a technical, consulting and advisory capacity in 
the development of effective plans of operation and 
should secure final approval from the chief administra- 
tor for all matters that are submitted to it for review. 
Investigations relating to the functions, organization and 
procedures of the several operating units may be under- 
taken only upon the specific authorization of the ad- 
ministrator. Requests for assistance from operating 
officials are to be encouraged, but should clear through 
the administrator prior to the initiation of specific pro- 
jects. 

The planning unit may not properly make determina- 
tions or issue decisions in its own name or right. It 
simply acts for the administrator in the study of par- 
ticular problems, and makes recommendations to him. 
Only when approved and implemented by orders do 
such proposals become binding upon the entire organiza- 
tion. The planning personnel thus constitutes a staff 
unit in the true sense of this term. It exerts its influ- 
ence upon administration through the authority of its 
ideas and its technical competence—not by issuing or- 
ders and instructions. The administrator calls upon it 
for information, advice and recommendations, but in 
the last analysis the administrative determinations re- 
sulting therefrom are his own and not those of his staff 
agency. 
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Relationship with Operating Units 


Since the planning staff is necessarily concerned with 
operations, the relationships of this unit with the op- 
erating divisions are especially important. Care must 
be exercised to insure that the work of the planning 
unit does not degenerate into a routine review of actions 
already taken by the operating personnel. On the other 
hand, if the planning staff is too aggressive and gives 
the impression of overriding or directing the operating 
staff, its activities can become a source of friction within 
the organization. A delicate problem of relationships is 
involved in placing the management planning facilities 
at the disposition of operating officials. This problem 
of establishing proper working relationships is still un- 
solved in many organizations. 

Even though the planning unit is directly responsible 
to the administrator, the degree of its success will de- 
pend largely upon the extent to which it engenders con- 
fidence on the part of the operating officials within the 
agency. A spirit of co-operation can be developed only 
through the respect that emanates from a feeling of con- 
fidence in the technical and personal capabilities of the 
planning and research staff. Furthermore, the operat- 
ing official will expect this staff to have a fundamental 
understanding of and sympathy for the program and its 
objectives. The degree to which the operating official 
has confidence in and respect for the planning staff can 
usually be measured by the extent to which he solicits 
its advice and goes to it for aid in solving his manage- 
ment problems. 


Staffing Problems 


It is not overemphasis to state that the success of the 
management planning and research unit in forming a 
vital part of the organization will depend in large meas- 
ure upon the quality of staff recruited for this work. 
Success in this type of activity demands imagination, 
creativeness, analytical insight, good judgment, training 
in and experience with governmental practices, and 
knowledge of the principles of public administration. 
Although some specialization is often desirable in such 
fields as public finance, the successful organization and 
procedure planner will more often have had broad ex- 
perience in a number of functional fields. Actual experi- 
ence in administration is also essential, since the develop- 
ment of improved administrative practices must be 
founded on the sound base of practical knowledge of 
governmental operations. Text book knowledge alone 
is obviously not sufficient. 
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In addition to this necessary quality of technical com- 
petence, the organization planner must also be able to 
work easily and well with people. Management plan- 
ning and research deals not only with figures, flow 
charts and reports, but is vitally concerned with person- 
nel and the interplay of personalities. The work of the 
planner is in large part a “relationship” job and, on oc- 
casion, requires considerable ability in gaining accept- 
ance of a point of view or securing agreement on the 
solution of a specific problem. The individuals engaged 
in this activity must, therefore, be personable individuals 
who are able to deal effectively with people and who 
can be persuasive and convincing without irritating or 
seeming to instruct. 

The need for persons who are qualified for organiza- 
tion and procedures work has not, heretofore, been gen- 
erally recognized in civil service systems, and there has 
been but limited experience in recruiting people with 
requisite qualifications. The resultant difficulties in se- 
curing qualified staff for the many positions which are 
now set up in this field can hardly be overemphasized. 
The quality of results in the field of management plan- 
ning at the Federal level may, therefore, depend in large 
measure upon the success of the recruitment program 
for administrative analysts, budget examiners, construc- 
tive accountants, procedure specialists and personnel 
specialists which the United States Civil Service Com- 
mission is now initiating. 


Use of Outside Consultants 


Even with the existence of a management planning 
and research unit, it will often be found desirable to 
retain outside consultants to appraise the administrative 
organization and practices or to conduct intensive stud- 
ies of highly specialized problems. The disinterested 
and objective approach afforded by special consultants 
may make it possible for them to deal with problems 
that the internal groups may be unable to handle because 
of personality relationships and difficulties or lack of 
specialized experience. However, the work of such out- 
side consultants will be doubly effective if there is a 
planning and research unit in existence to assist in the 
work of analysis and to follow up recommendations 
after they have been submitted. The device of calling 
in consultants on occasion should not take the place of 
continuous internal planning but rather should supple- 
ment the efforts of the permanent staff. 

The use of consultants need not be restricted to the 
employment of private agencies or persons outside the 
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government service. Other governmental agencies may 
have specialists whose services can be made available 
on loan for periods necessary to make specific studies. 
This frequent interchange of staff should be encouraged 
as the benefits from such practice are mutual both with 
reference to the staff member and agency concerned. 


Conclusion 


In conclusion, it may be reiterated that the growing 
recognition of the importance of management planning 
and research is highly significant to the continued im- 
provement of the administrative structure of the Fed- 
eral Government, and of state and local governments as 
well. The expanding and increasingly technical char- 
acter of government with its attendant complex prob- 
lems of administration has made a qualified planning 
staff an essential part of the management equipment of 
any major governmental agency. 


ADVANCED MANAGEMENT 85 


It should be emphasized, however, that the mere 
establishment of an organization and procedures staff 
cannot serve as a substitute for administrative compe- 
tence on the part of the officials of the agency and in 
itself is no guarantee of governmental efficiency and 
economy. Such a staff can function well only when 
the administrative officials themselves are competent 
and when they fully understand the role and utility of 
management planning and research in the work of the 
agency. The degree of success in this phase of manage- 
ment will depend in large measure upon the competence 
of the personnel secured and the close staff relationship 
of the unit with the chief executive. Given the proper 
conditions, however, the technical resources available in 
a management planning and research unit may be of 
inestimable value in facilitating effective and intelligent 
administration. 





The Profit in a Union Contract 
(Continued from page 67) 


The union has given the worker security of employ- 
ment, and when added to that there is stimulation of 
intellect and expansion of the soul, he can not help being 
a better worker. He is more productive; he has more 
initiative ; does the job he is on better; and he partici- 
pates in all of the functions that make for increased 
productivity in the plant. These are intangible but 
measurable benefits. They stand out particularly in the 


great mass industries such as automobiles and steel and 
rubber where the change from a complete employer 
domination to the freedom of democratic citizenship is 
definite and decisive. Not only does the individual em- 
ployer profit by this, but as a part of American life he 
profits through the extension of these democratic proc- 
esses and through the strengthening of the democratic 
bases of this Nation. 





The Role of the Lawyer in Management 
(Continued from page 71) 


nature of the legal function as we have seen it to be, 
to make the judgments of the legal office conclusive 
upon the administrator is in essence to transfer the ulti- 
mate administrative power from the administrator to 
the lawyer. Such a transfer cannot be justified if the 
administrator is to retain responsibility for the quality 
of performance. 


Administration is a pluralistic process. The theory 
of the place of the law office within that process here 
sketched should enable administrators to welcome law- 
yers to work with them at a common bench and to con- 
tribute their supplementary skills for the good of the 
work in which they are mutually engaged. 
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Pricing 
By C. F. HUGHES 
Business News Editor, The New York Times 


AY back in 1703 Fletcher said, “Give me the 

\X/ making of the songs of the nation, and I care 

not who makes the laws.” Now, paraphrase 
that, and say, “Let me make the prices, and I care not 
who makes the laws.” Because it is true that nations 
have lived and died at the swing of the price pendulum. 

If you say Germany was underselling Great Britain 
in the markets of the world before 1914, you have hit 
upon an important reason for the last world war. Chart 
the rise of Hitler, and find his beginnings in the infla- 
tion disaster which overtook the new German Republic. 
When prices failed as a means of exchange, there was 
adoption of the barter system, but this also involved 
prices, as some nations learned to their sorrow. The 
coffee of Brazil, while bartered for German goods, was 
dumped upon the markets of the world. Brazil found 
she had made a poor bargain. 

I might go on almost indefinitely furnishing examples 
of how a political, economic or social problem finally 
breaks down into price. But these would include consid- 
erations of little close interest to management, although 
they represent influences which will sometimes offset the 
most practical solution of plain business problems. 
Over these recent years I suspect that entirely too much 
time has been given by business men to outside influ- 
ences and too little to their own policies and decisions. 

The explanation of this is fairly simple. After the 
last war and before 1929, little interest was taken in 
social concepts. It was all business and little social con- 
science. We lagged far behind other nations in the de- 
velopment of a social fabric to fit our economic body. 
Now the situation is almost reversed, and we may have 
cut too much cloth too quickly. 

There is reason to believe, however, that another turn 
has appeared, and we shall see less complaint and criti- 
cism of government, and more application to individual 
business problems. The time wasted in calling Mr. 
Roosevelt names may be used in calling on customers. 
The reaction of government should be to become more 
practical, once the criticism dwindles. There is already 
evidence of this in spite of the fact that the campaigns 
are just around the corner. 


1 Paper presented at a meeting of the New York Chester of The So- 
ciety for the Advancement of Management, January 18, 1940. 


As an example of the more practical steps undertaken 
by business in the aggregate, I may cite the handling of 
price developments since the outbreak of war. The war 
boom flurry in September was quickly checked when 
business men united in a stand against speculation and 
price inflation. For years we had been hearing pro- 
posals that business must tell its story in order to restore 
confidence in the American system. Last Fall and since 
that time, business has started to tell its story in the best 
of all possible ways—by action, not words. I am in- 
clined to believe that economic history has been made if 
we succeed in continuing proper restraint upon prices 
and speculative purchasing. This will be the first time 
that business has refused to grab a boom and whoop it 
up to the inevitable collapse. 


Huge Credit Resources 


It is especially significant now. because of the tre- 
mendous credit resources of the country. We not only 
have the conditions favorable for a terrific boom, repre- 
sented by the huge shortage in our capital goods ac- 
count, but also unlimited credit to blow that boom up 
higher than anything in the past. This, at least, is what 
authorities tell us. 

There are unusual reasons for admiring the present 
restraint in business which emphasizes sound recovery. 
Business, in turn, must make a bow to government, 
which has kept a sharp eye on price movements and put 
its important influence upon the side of responsible 
business opinion. Sharp contrast is offered here be- 
tween this attitude of government and what we had in 
the Twenties, when a disastrous boom was shouted 
along. 

The price controls exercised by the government have 
centered largely in the Temporary National Economic 
Committee. This committee has been dealing with vari- 
ous monopoly features, with particular attention, of 
course, to prices and pricing. Several years ago, there 
was brought up the question of rigid and flexible prices 
and their influence on business cycles. The theory was 
laid down that rigid prices or those which were pre- 
sumed to be subject to monopoly control, would offer 
an explanation of the sharper fluctuations in industry. 
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These producers would cut off thousands of workers 
from their payrolls rather than reduce their prices and 
seek expanded markets for their products. Various 
examples were given to illustrate this theory, in which 
operation rates and prices were compared through the 
depression. 

Along with this study of rigid prices, there was pre- 
sented a similar analysis of flexible prices, to prove that 
production rates were maintained much better in this 
division during the depression than in the rigid lines. 

The theory looked offhand as though it might explain 
some important questions in our economy. However, 
when more detailed studies were undertaken, the results 
failed to uphold the theorists. It was all right to pick 
a few products, but when the list was extended to sev- 
eral hundred, such as the Labor Department list, the 
results showed that we had sharp curtailment in prod- 
ucts that were price-flexible. We also had some price- 
rigid products where operations were well maintained, 
and a few that even expanded during the depression. 


Competition and Prices 


But thinking on this important phase of pricing seems 
to have returned to the former viewpoint, namely, that 
price flexibility is a feature of the highly competitive 
light industries, whereas price stability is common to the 
heavy lines. However, the steel hearings certainly dem- 
onstrated that there is more flexibility in some of the 
heavier lines than the average business man understood. 
The president of one company, for instance, admitted 
that the posted prices did not change much, but that al- 
most every salesman quoted concessions. The argument 
of the heavy industries has been that there was little use 
in going after a larger market with a lower price, be- 
cause there were strict limits to any such expansion. It 
was not price but the general business outlook that 
counted most. The further argument was made that 
prices had to be stable so that heavy industry might at- 
tract the capital required for renewing and adding to 
its plant. 

These arguments are not weak, and yet they are some- 
times not too strong. We have an example in the case 
of the aluminum industry, which lost the huge automo- 
bile market when price greediness was shown. We have 
in addition competition offered to the glass container 
industry, which has been subject to what might be called 
price-patent control, from the can and paper industries. 

Pricing practice, therefore, does not seem to fall into 
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definite slots. The steel industry, for instance, might 
examine its share of the blame for the situation in the 
railroad industry today. Will anyone question that, if 
the railroads had been able to buy their steel require- 
ments to better advantage, from the standpoint of price, 
improved materials, or both, they would not be in a 
much better financial and competitive position today ? 

Within the steel industry, it may be pointed out that 
price stability undoubtedly encouraged an inertia which 
has made necessary a quick overhauling of technology 
by leading companies to get abreast of newer competi- 
tion. 

We have the suggestion of the Assistant Attorney 
General in charge of anti-trust cases that it probably 
will not prove practical to break up some of our large 
monopolies. They have been undisturbed for so long, 
and have grown to such proportions, that any attempt 
to cut them down would only mean sacrificing the indus- 
trial efficiency of the country. But he also has taken 
occasion to add that if we decided to have certain mo- 
nopolies, then we must be prepared to accept certain 
regulation, since the pricing power on such a scale is 
equivalent to the taxing power. 

Now it frequently has been asserted that the British 
method of dealing with big industry and its prices is 
superior to ours. In that country, there is no interfer- 
ence by government unless the public benefit is jeopard- 
ized. A great many business men would like to see the 
same plan used here. It is, of course, entirely possible 
that we may work out a scheme which would put some 
big business into a semi-public category, while we en- 
courage free competition otherwise. Just now, however, 
the trend seems to be the other way, particularly in the 
field of distribution. 

Since there are many dealers, and therefore many 
votes involved, we have legislation for taxing chain 
stores out of existence, and price maintenance laws 
which take no account of the varying cost of distribu- 
tion. Some of this legislation is mentioned as the rea- 
son why the government has been getting so many 
identical bids. A report issued a few weeks ago tabulated 
experience on government supplies for the year ended 
November, 1938, and disclosed that identical bids were 
received on 25 per cent of the items sought, representing 
10 per cent of the total value. The steel industry led 
the list with 26.1 per cent. Along with the explanation 
that price legislation had something to do with this strik- 
ing similarity, it was also indicated that standardized 
specifications, monopoly practice and trade association 
control were involved. 
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It is scarcely possible in the light of this report to de- 
clare that competition and free enterprise in this country 
are in a flourishing state. The fact is, where pricing is 
concerned, that most business men much prefer to elim- 
inate price competition. The trouble is, how is the busi- 
ness going to be divided up on any such basis? Time 
and again, I have heard and read of elaborate schemes 
for promoting business stability, and yet I have never 
come across any plan which would stand up for any 
length of time. 

Even if immunity were afforded on all legal scores, 
trouble might be expected sooner or later. The manu- 
facturer is not going to be satisfied with his quota. 
Somebody new wants to get into the business, and the 
others have to divide up with him or else he starts get- 
ting the business he wants with lower prices. It has 
always seemed to me that through such stabilization 
plans business men were merely trying to repeat the 
miracle of Joshua and make the sun stand still. But 
unfortunately, they only emulate King Canute, and get 
their feet wet. 

In heavy industry, pricing policy in the future will 
probably be strongly influenced by advances in research 
and marketing procedure. The pace of science has be- 
come so accelerated that heavy industry can no longer 
make the old product and count on the usual sales. The 
introduction of new products and new uses means much 
faster tempo in marketing as well. Old customers may 
fall by the wayside; new customers must be found to 
replace them. This will swing the marketing experts 
into action. It would therefore be unusual if such 
changes do not bring about a greater price flexibility—a 
better shaping of prices to the competition offered by 
other products and industries. What we are witnessing 
now in the frequent complaints to be heard from the 
heavy lines are the growing pains, I believe, of this new 
era. 

For the lighter industries, there is already the price 
flexibility which springs from freer competition. What 
these lines may expect as a fair prospect is an attack on 
distribution costs, which should enable them to expand 
their volume. They will be forced to hold down costs 
and prices in the meantime, but out of this expanded 
volume, of course, should come operating efficiencies 
yielding better profits. 

The distribution field is now seriously engaged in an 
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attack on its higher costs. Wastes have crept in which 
have pushed costs to levels where retail interests are 
much concerned. These increases in many cases repre- 
sent customer services which were offered once, and are 
demanded today. As a general proposition, for in- 
stance, it is estimated that the average store gets returns 
amounting to one day’s business out of ten. 


Consumers May Be Enlisted 


It is hoped to link up the consumer movement in a 
campaign against this waste. An attempt will be made 
through consumer organizations to educate women con- 
cerning the cost to them of unnecessary services. The 
most practical move in lowering distribution costs, how- 
ever, is to be found just now in the food field. The 
new super-markets have cut distribution costs in half 
by eliminating unnecessary services. Another practical 
step has been taken in the dairy industry, where some 
distributors have found that it costs no more to deliver 
two bottles of milk to a customer than one, so they have 
been offering a discount of 3 cents on the purchase of 
two quarts. 

In the general merchandise field, retailers are study- 
ing the possibilities in multiple sales. Thus, there is 
question why a man should pay the same price per shirt 
for six shirts as he does for one. The sale takes little 
longer as a rule, and yet the price is made as though each 
shirt were an individual transaction, involving six times 
the sales cost. It is not likely that there will be any 
overnight change, so that the six-shirt bargain price will 
be universally adopted at once, nevertheless there may 
be quite a bit of experimenting shortly. Since there is 
also a definite trend toward more intelligent selling 
service, trade tempo should be stepped up and more 
goods sold that will stay sold. 

The general trend, therefore, in heavy as well as light 
industry and in distribution as well, as I see it, will be 
toward the movement of more product, and therefore 
increased employment. Pricing is the keystone in this 
development. It should tend toward more flexibility, 
except in those areas of industry which may be desig- 
nated as semi-public, and regulated as such. With this 
flexibility, we may be able to bring under high living 
standards those millions who so far have not benefited. 
That is the ideal towards which all reputable industry 
and trade are working. Free and intelligent pricing 
should bring it nearer. 
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Time and Motion Study Under Collective 
Bargaining 


By M. H. HEDGES 


Director of Research, International Brotherhood of Electrical Workers, Washington, D. C. 


BOUT twenty-five years ago a young engineer 
visited Frederick W. Taylor. This young man 
was doing personnel work in a large automobile 

plant in Detroit. He had just passed through a strike. 
He told Mr. Taylor he wanted to make a novel proposal. 
Changes-over into mass production techniques, he de- 
clared, should be a subject of collective bargaining. Mr. 
Taylor responded that management problems fell within 
the area of science, and that scientific questions fixed in 
rigid law were not and could not be a matter of bar- 
gaining. 

Since that day in 1914, time and motion study has 
been considered the exclusive function of management. 

And yet, time and motion surely cannot be considered 
an exact science. Neither can technology. It appears 
to me it would be much more accurate to speak of the 
industrial arts and to consider scientific management 
one of the industrial arts. Wherever human beings are 
concerned, whether as individuals or as groups, no one 
should have the temerity to speak of science. 

In 1912, Frederick W. Taylor appeared before a Con- 
gressional Committee. At that time he said: 


I am not sneering at cost-keeping systems, at time study, at 
functional foremanship, nor at any new and improved scheme of 
paying men, nor at any efficiency devices, if they are really de- 
vices that make for efficiency. I believe in them; but what I am 
emphasizing is that these devices in whole or in part are not 
scientific management; they are useful adjuncts to scientific 
management, so are they also useful adjuncts of other systems 
of management. 

Now, in its essence, scientific management involves a complete 
mental revolution on the part of the workingman engaged in 
any particular establishment or industry—a complete mental rev- 
olution on the part of these men as to their duties toward their 
work, toward their fellow men, and toward their employers. 
And it involves the equally complete mental revolution on the 
part of those on the management’s side—the foreman, the super- 
intendent, the owner of the business, the board of directors—a 
complete mental revolution on their part as to their duties to- 
ward their fellow workers in the management, toward their 
workmen, and toward all of their daily problems. And without 

1 Paper presented at a meeting of the New York Chapter of The So- 


ciety for the Advancement of Management and the American Society of 
Mechanical Engineers, February 1, 1940. 


this complete mental revolution on both sides scientific manage- 
ment does not exist. 

The substitution of this new outlook—this new viewpoint—is 
of the very essence of scientific management, and scientific man- 
agement exists nowhere until after this has become the central 
idea of both sides; until this new idea of co-operation and peace 
has been substituted for the old idea of discord and war? 


This is a sagacious analysis. We believe that any 
thoughtful labor man will endorse it. However, Mr. 
Taylor does not give a formula for inducing this state 
of mind in either the worker or the manager. It is my 
purpose to illuminate somewhat the way. 


The Need for Persuasion 


Twenty years of working with men in groups— 
mostly labor groups—leads me to declare that you can’t 
reform men either by insult or compulsion. Persuasion 
is the only tool by which the co-operative impulses can 
be released in men. Men can be won to new objectives, 
and new motives in men can be released by leadership, 
which has the power to inspire and to direct. 

Certainly no one considers psychology a science, in 
the exact sense, and anyone who has had any experience 
at all in the conduct of men in groups knows that human 
nature in itself is unpredictable. A sailor who exults 
in the hardships of the sea, finds exhilaration in ty- 
phoons and storms and yet refuses to go ashore in New 
York City because he is afraid of the traffic; the iron 
worker who feels at home riding the swaying hook fifty 
stories in the air but refuses to go up in the elevator 
which has twenty-six safety devices; the laborer in the 
factory who refuses to push a wheelbarrow as all the 
other workers do, but draws it because he “doesn’t like 
to look at the damned thing”; these are but passing 
examples of individual preference and antipathy which 
go to make human nature what it is. 

Labor believes itself on sound ground when it de- 
clares that management projects are nearer to the arts 
than they are to science. This of course does not mean 


2Taylor Society, Scientific Management in American Industry, Tay- 
lor’s ‘‘Hearings Before Special Committee of the House of Representa- 
tives,” page 9 
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that there are no scientific aspects of management or of 
time and motion study, but certainly also there are cer- 
tain scientific aspects of the arts. Prosody, the science 
of versification; dramaturgy, the science of play writ- 
ing ; these are but an effort to codify and clarify experi- 
ences of artists in such wise that they will be of benefit 
to the pursuit of current artistic processes. Inasmuch 
as there is therefore room for choice, inasmuch as there 
are variations in the patterns of conduct, it is apparent 
that problems of management, and in particular, time 
and motion study in some of its phases, are amenable 
to collective bargaining. 


The Area of Collective Bargaining 


Collective bargaining is a phrase invented by the 
Webbs of England about fifty years ago to describe the 
processes of adjusting wages and hours and working 
conditions between representatives of unions and rep- 
resentatives of employers. No one now doubts that 
wage questions are amenable to collective bargaining. 
It is my opinion we are going to succeed, meanly or 
greatly, in the field of industrial relations, only in so far 
as we can widen the area of collective bargaining to 
include not only questions of wages but many other 
questions relating to management’s conduct. 

Time study as originated by Taylor was mainly used 
for rate setting. In other words, it was and is a wage 
question. Motion study, as developed by the Gilbreths, 
was largely employed for improving methods, but im- 
proved methods improve efficiency, and efficiency cer- 
tainly affects rates. Therefore, during the evolution of 
this industrial art, “time” and “motion” have been used 
together quite properly, and the two surely represent an 
aspect of wage making and could well be regarded as 
subject to negotiation and collective bargaining. La- 
bor’s request is that included in the area of study 
should be the individual worker’s preferences and an- 
tipathies, the group’s welfare and economy as a part of 
the total picture. For example, as has been pointed out, 
a motor driven pencil sharpener might be the best device 
for sharpening pencils, but for the small office, a hand 
driven pencil sharpener might be the most economical. 
Here there is a choice. If the manager is setting up his 
system in order to effect economies, he certainly will 
exclude the more efficient device for the sake of econ- 
omy. But suppose the hand operated pencil sharpener 
threw off fine dust particles and in time affected the 
health of the workers in that particular room; here an- 
other factor, namely health, enters the picture, and it is 
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labor’s contention that this health factor should be given 
the same amount of consideration as the question of 
efficiency and economy. 


Human Nature and the Technician 


We are now ushered into the presence of the major 
problem of management in so far as human relation- 
ships go. The problem may be described as the adjust- 
ment of the technician to the working force. This 
relationship epitomizes and dramatizes in miniature the 
essential problem of discipline and organization in larger 
units, such as industries and nations. I should like to 
repeat here something I said in 1938: 


Time and motion study opens the doors on even larger issues 
than those I have outlined. It involves certainly the question of 
industrial citizenship. Surely no one will contend in this day of 
social feeling that the end product of industry is merely profit 
and goods. Surely we can contend that industry has a respon- 
sibility in producing not man power in the abstract but men in 
the concrete. Unless we take this position we are exactly in the 
same position, on the industrial field, that the totalitarian states 
are on the political field, namely, that men exist for industry as 
men exist for the state in the fascist countries. 


The adjustment of the technician or the engineer to 
the group is not merely a problem of management, but 
a problem of government. Ours is a technological civ- 
ilization. Technology operates upon engineering data. 
Engineering data is considered an esoteric possession of 
management, when and if the effect of management pol- 
icies and projects upon labor is excluded from the pur- 
view and we have then produced a situation that is 
uneconomic from management’s point of view. 

The relation of the technician to the workers should 
be wrested from the area of master-and-man, boss-and- 
worker, owner-and-serf psychology. Workers are 
nearer to technicians than they are to owners. The 
individual worker may not have much to contribute to 
management, but the workers as a group have much 
collectively to contribute; as indicated in those plants 
and industries which have ventured into the region of 
union-management co-operation. The technician in this 
sense becomes a group leader. 

This whole paper then becomes a plea for the inclu- 
sion of the end products of management policy in the 
art of management. This can be accomplished in the 
following ways: 

1. The development of engineering data, not only 
from the accumulated experience of other engineers de- 
posited in books or through contacts with other engi- 
neers in conference, but development of data through 
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contacts with the workers themselves in conference 
within the shop. This data should be developed from 
workers not only in a passive way but also in a dynamic 
way. 

2. The introduction of the workers themselves into a 
knowledge of the larger aims of the department or 
plant, and of the industry itself, with the institution of 
time and motion projects or any other technical policy 
of management. 

3. The acceptance of the veto power of the workers 
upon the institution of such projects, if and when those 
projects cut across social values such as health, a decent 
standard of living, sound satisfaction in work, or loyalty 
to the department or plant. 


A Change in Aims 


I shall be frank. If these objectives were adopted, it 
is apparent that the aims of some time and motion proj- 
ects would have to be changed in order that they can be 
properly presented to the workers and have a chance 
for acceptance. It would be difficult, wouldn’t it, for a 
manager to come before a group of workers and say, 
“Profits of this department are now 10 per cent; we 
want to raise them to 15 per cent. To do this we must 
increase our output. We have utilized every device for 
this increase, save the elimination of lost motion in your 
particular section. We now want to pass to a system 
where we can eliminate this lost motion.” 

Or it would be difficult, wouldn’t it, for a manager to 
go before a group of workers and say, “How do you 
folks appear to have idle time? This is not good for the 
morale of this department. We intend to take up that 
slack, so we are passing to a new system tomorrow.” 

The appeal, if it is to win the acceptance of the work- 
ers, must be put on a different basis. For example, we 
have a motion study applied to line production, made 
under collective bargaining conditions. This was made 
at the Tennessee Valley Authority under the direction 
of H. F. Alber. When motion study was applied to one 
department in a central files routine by the simple appli- 
cation of certain fundamental motion study principles, 
and as he says “common sense and experiment,” Mr. 
Alber increased the efficiency of one job 803 percent. 

Let us assume that Mr. Alber went to this workers’ 
group and said: “I have been watching you at work 
Over a period of many days. I want to enlist your co- 
operation in bettering your performance. I am not ask- 
ing you to do this in order that we may profit merely, 
but that you will get certain benefits also from this 
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change. You will enjoy your work more because you 
are doing it better. Moreover, you will come through 
at the end of the day not half as fatigued as you will 
under the old system.” 

It appears then that there are several approaches to 
time and motion study. A system may be instituted 
merely for an increase in profits. A system may be 
instituted to increase morale, or a system may be insti- 
tuted to give more satisfaction to the workers on the 
job, or to lessen fatigue and increase efficiency. At any 
rate, my thesis is, there is always a freedom of choice 
in the industrial arts and inasmuch as there is this area 
of choice, the workers should be taken into this area at 
the outset and be allowed to develop the program and 
project the aim. 

You will notice I have said little about the effect of 
the time and motion system upon wage rates, inasmuch 
as such matters are generally the subject of collective 
bargaining. 

I find that the Federation of Flat Glass Workers of 
America, the International Ladies’ Garment Workers, 
the United Textile Workers of America, the United 
Automobile Workers of America, the International 
Union of Flour, Cereal and Soft Drink Workers of 
America, the International Printing Pressmen’s Union, 
have all faced this problem with employers and have 
written into their agreements certain stipulated rules on 
machine loads. 

Mr. Alber in describing his time and motion project 
at TVA makes this observation. He finds that produc- 
tion increases are mere by-products of motion study. 
He says :* 


Motion study is not what many laymen believe it to be— 
merely a study of movements. Motion study is the analysis, 
equipment, and methods used in the performance of a piece of 
work in order to eliminate needless, ill-directed and ineffective 
effort, and resulting unnecessary fatigue, and to ascertain the 
most efficient and economical way of utilizing necessary efforts. 
It will be observed that nothing is said about production in that 
definition. 


In summarizing this proposal may I indicate certain 
accompanying principles : 

1. In requesting the widening of the area of workers’ 
influence, it is inevitable that management’s area of in- 
fluence is also widened. Nothing is taken away from 
management. Much is added. 

2. Management must be given more authority in op- 
eration of plants by ownership. 

3. Workers must, collectively, fit themselves to aid 


8 Alber, H. F., Motion Study Applied to Line Production, Tennessee 
Valley Authority, 1937. 
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management in group development of engineering tech- 
niques. Here perhaps is one of the strongest argu- 
ments, from management’s side, for this proposal. By 
including workers in group development of techniques 
there is constant opportunity for developing leadership 
among workers on the intellectual side. 

Within this general proposal is concealed certain as- 
sumptions, of great import, which I now frankly state: 

Strictly speaking, there is no such thing as unskilled 
labor. There are only degrees of skill. It is my convic- 
tion that scientific management recognizes this fact. It 
is well-known that Mr. Taylor began his first experi- 
ments with day laborers. He himself was a working 
man, a machinist, and at twenty-one he secured a job as 
a worker at the Midvale Steel Company at Philadelphia. 
One of his principles was that a task should be made so 
difficult that it can only be accomplished by a first-class 
man. 

Secondly, management represents that area of activity 
within industry, where there is an opportunity to de- 
velop objective judgments and apply them to any given 
problem. Management has succeeded well in American 
industry when it has been left free to operate as man- 
agement, but it has failed when it has had imposed upon 
it the judgment of financiers or mere profit-takers. 

I earnestly request that you survey these proposals 
against the background of this hour. 

Upon the intellectual horizon, the chief feature today 
is the breakdown of certain concepts that have instinc- 
tively and consciously often animated labor. I refer to 
the Marxist philosophy with all its attendant fol de rols 
including a cheap, over-professionalized class strugglism 
and the Utopian dream of solving difficult problems in 
human relationships by the mere transference of power 
from industry to the political state. If we know any- 
thing, we know now that this conception has been a 
colossal failure carrying in its wake much disillusion- 
ment, human disaster and bitterness. The only substi- 
tute which remains from the doctrine of the eternal 
warfare between management and labor is the vision of 
Frederick W. Taylor which he regarded as revolution- 
ary, namely, the new idea of co-operation and peace as 
a substitute for the old idea of discord and war. 





Human Relations in Industry 
(Continued from page 76) 
the most trouble. It is also essential to perfect the 
ball-bearings though they may appear to be infinitesimal 
in size when compared with the whole machine. Faulty 
ball-bearings may wreck the entire machine. 
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I use this analogy because in the past the real diffi- 
culty of labor relations has been one of neglect. Execu- 
tives have treated the question of human organization as 
a minor matter, not a major problem. They have too 
often failed to realize that their responsibilities as as- 
semblers and organizers of man-power are just as great 
as those in engineering and finance and sales. One who 
has the opportunity to observe the conduct of industrial 
operations can see many concrete instances of unwilling- 
ness to focus attention on matters of human relations. 

There are many matters in which there is room for 
difference of opinion, but there can be no difference of 
opinion as to the necessity of executives giving em- 
phasis to these matters of human relations. Indeed em- 
phasis on these matters is an axiom of business success. 
It is part of the professional equipment of a successful 
executive. 





REVIEWS 


Training Procedure. By Frank Cushman, John Wiley & 
Sons, Inc., New York, 1940, pages x, 230. ( $2.00.) 


In this well-planned little book the reader will find a clear and 
thorough treatment of the principles underlying the training of 
personnel, whether it be in business, industry or government. 

The author first discusses basic concepts of in-service train- 
ing, and points out some of the fallacies and errors frequently 
associated with it. Then comes an excellent section upon defini- 
tion and analysis of the problems which point to the need for 
training. From that point there is a rapid but careful develop- 
ment of the subject along the lines of (1) desired objectives, 
(2) methods and techinques, (3) interpretation of results and 
(4) consolidation and retention of gains. 

Of vital interest to every administrator and executive is the 
discussion of type situations, some clearly and others not clearly 
recognized, which find their way into every organization. The 
role of training is emphasized in its remedial aspects as a builder 
of increased efficiency in production and administration. 

Detailed criticism or appraisal of the contents of Trainiug 
Procedure can be waived. To the reviewer it is the best publi- 
cation, in many respects, to appear in this field. Generalities are 
avoided to major degree. The treatment of the subject is clear, 
orderly and forceful. It is a publication which everyone en- 
gaged in or interested in training should possess—to be used as 
a guide and handbook. Reviewed by Paut ScHartz, Chief Sec- 
tion of Research and Statistics, Alabama Department of Indus- 
trial Relations. 


Management and the Worker. By F. J. Roethlisberger 


and William J. Dickson, Harvard University Press, 
Cambridge, 1939, pages xxiv, 615. ($4.50.) 


“The art of human collaboration,” “humanity’s capacity for 
spontaneous co-operation,” the substitution of “human responsi- 
bility for futile strife and hatreds,”—it is about these funda- 
mental concerns as a frame of reference that of the personnel 











ow 


Vv wm 


ir 


i- 


| 





April, May, June, 1940 


research studies at the Western Electric Company over the last 
twelve years, have revolved. The major importance of such a 
prolonged inquiry, centered upon such basic and urgent issues, 
needs hardly to be pointed out. 

This book is a truly encyclopedic source book of facts and 
ideas thrown up and drawn up out of a vast study unique in 
management annals. Adequate review of the entire work in the 
space here available is literally impossible. From sheer necessity 
attention will therefore be centered here solely on those last 
hundred pages of the volume in which the threads are pulled 
together and some measure of evaluation is attempted. 

Perhaps the chief and underlying emphasis of the study is 
upon the determining influence of the total social organization 
of the workers of the plant. It becomes unmistakably clear 
that every problem of employe attitude and behavior is condi- 
tioned by the total and subtle interrelation of sentiment which 
constant and close human associations create. Knowledge of that 
sentiment both in general and in individualized terms becomes 
a continuing challenge to management. “What’s on the worker’s 
mind” is dictated in considerable part by that total interplay of 
human influences related to productive activities, which is the life 
of the people in the plant. Single factors and single techniques 
can never be appraised wisely apart from the total setting. 
Supervision, wage payment methods, rest periods, working con- 
ditions, grievance machinery—these and all the other concomi- 
tants of personnel relations cannot be estimated correctly out of 
their organization frame. 

What this large and profound truth means for the construc- 
tion and forwarding of management policy becomes therefore 
the second major inquiry. Once personnel executives under- 
stand that they have to cope with a “social system,” what do 
they do about it? The two techniques which should enable 
executives “to understand and describe the social situation at 
work as well as the personal situations of the individuals in it,” 
are “the techniques of interviewing and the technique of obser- 
vation.” 


So much weight is placed upon ‘these techniques that it is, 
from the scientific point of view, to be regretted that the inves- 
tigators did not have, as part of a controlled experiment, some 
parallel experience in a plant where collective agreements with 
labor unions were in effect. How relevant and effective their 
techniques would prove under organized conditions, becomes an 
interesting point for speculation. The values which they have 
disclosed and demonstrated do not by any means have to be 
minimized. They constitute unquestionably a new and real 
gain. But in a day when collective agreements are becoming 
more general, it is only prudent to examine every contingency. 
And one cannot but wonder as to the generalized soundness of 
a conclusion like the following: “It is possible with a program 
of this kind to keep management accurately informed as to the 
general state of morale within the factory and as to the major 
factors which are affecting the attitudes of employees.” 

One can agree with this conclusion to a point and still ask 
whether other methods of identifying morale and gauging em- 
ploye attitudes are not feasible—indeed, could perhaps be more 
directly representative of employe sentiment. In fact, the authors 
themselves wisely warn us that “personnel counseling is still 
an experiment and is not regarded as a panacea for all employee 
relations problems.” 

One final comment may not be deemed ungracious in the light 
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of the bounty offered in these six hundred pages. In the report- 
ing of such applied researches as these, what is the aim? If the 
aim is to be “on record,” then that purpose is well served by a 
volume like this. But if the aim is to illuminate, guide and 
stimulate the thinking of other executives in other companies to 
make use of the results of this research, surely those results 
have to be cast into more beguiling form. Now that this mag- 
num opus is available, would it not be good pedagogy to draft 
a simple, straightforward volume of less than two hundred 
pages which would highlight for executives the points they 
could profitably carry away as the essential distillate of this sig- 
nificant inquiry? Reviewed by Orpway Teap, Editor, Economic 
Books, Harper & Brothers, New York. 


Organized Labor and Production. By Morris Llewellyn 
Cooke and Philip Murray, Harper & Brothers, 
New York and London, 1940, pages x, 277. 
( $2.50.) 


Here is a unique discussion of the basis on which the co- 
operation of organized labor can be enlisted in increasing pro- 
duction and decreasing costs. In presenting their ideas on such 
a controversial subject, the authors laudably indicate their bias 
—one is the prominent head of a leading C.I.O. union and the 
other a distinguished member of The Society for the Advance- 
ment of Management whose pro-union views are well known. 
Their program “envisages unions and management bound to- 
gether by collective bargaining” because “The ideology of con- 
flict . . . is most harmful to all concerned.” By education and 
evolution, unions and managements should eventually reach a 
state of real co-operation in solving present and future eco- 
nomic and psychological difficulties. The authors, however, are 
not idealists and reformers, but are practical men seeking sound 
policies, organization, and procedures for industrial democracy. 

The first part of this book is devoted to an historical review 
of American industrial developments, including the labor move- 
ment and the management movement, and some controversial 
practices of each. Problems of wages, hours, operating control, 
safety, health and technological changes are then discussed. 
Finally, a number of suggestions are made toward solutions of 
these problems. A summary dialogue between the authors, giv- 
ing voice to their differences, concludes this valuable contribu- 
tion to management literature.’ 

All of the material is presented in a most interesting and 
readable style. The text is well annotated by appropriate yet 
not ponderous notes and references. There is a refreshing ab- 
sence of turgid pronunciamentos, although once in awhile the 
authors speak ex cathedra. 

This book’s weaknesses and omissions are few. It is difficult, 
however, to be detached in discussing the propositions to which 
the authors have addressed themselves. In this case, the con- 
troversial practices of management are, perhaps, overempha- 
sized to its disadvantage as compared with those of labor, which 
are understated. Also, the authors appear to be New Dealers; 
and they do not treat adequately the deterrents to production 
which have been erected by government. 

There is, in the opinion of the reviewer, an inadequate dis- 
cussion of the contributions of personnel administration and 
consultative supervision to harmonious industrial relations made 
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both before and since 1933 in a number of outstanding compa- 
nies, some organized and some unorganized by labor unions. 
On the other hand, the weaknesses of typical time study “ex- 
perts” are ably presented with a clarity and accuracy which will 
make many time study men squirm. 

A more critical discussion of the problem of pricing labor, 
including the difficulties of management in selling overpriced 
labor, would have strengthened the text. There is little men- 
tion of the results of poor pricing and of restrictive practices by 
unions in such industries as railroad and building construction. 
Also, a fuller evaluation of seniority versus merit as a basis for 
promotion, lay-off, and re-employment would have been helpful. 

Space will not permit an adequate critique of the authors’ 
viewpoints on the closed shop, the check-off, the Wagner Act, 
the Labor Board, and other matters of collective bargaining; on 
industry-wide planning; and on various economic and govern- 
mental questions. Many of their ideas are debatable. For 
example, Mr. Murray strongly believes that the twenty odd mil- 
lion workers, “either forgotten or ignored by unionism or re- 
strained by reactionary and lawless employers,” must join the 
ranks of the eight million now organized, if we are to have real 
industrial democracy; but he does not indicate whether he be- 
lieves each worker should democratically decide this matter for 
himself without any coercion by the union or by the govern- 
ment as well as by management. 

The main contribution of this book is the formula for union- 
management co-operation, although Mr. Cooke’s views on this 
subject have previously been expressed to the members of this 
Society. The objective of this co-operation should be “the high- 
est possible balanced output that management and labor skills 
can produce, equitably shared and with a rational conservation 
of human and physical resources.” 

No progressive manager can take exception to this objective, 
although he might quarrel with some of the procedures sug- 
gested for carrying it out. The acid test comes when a program 
of improvement is introduced. Not every plant can promise that 
no worker will be laid off because of changes in equipment or 
methods—especially if these changes are introduced during a 
period of seasonal slack or cyclical down-turn or both. And the 
financial condition of many companies today will not permit a 
liberal dismissal wage. Under such circumstances it will be 
extremely difficult to enlist the co-operation of employes in any 
program which will increase productivity, even in plants where 
constructive union-management relations exist. Let us hope, 
however, that this objective can be attained. Reviewed by 
Harotp B. Bercen, McKinsey & Company, Management Con- 
sultants, New York and Boston. 


Organization and Management of Production. By Wil- 
liam N. Mitchell, McGraw-Hill Book Company, 
Inc., New York and London, 1939, pages xii, 417. 
($4.00. ) 


Designed as an introductory course in production management, 
this book delineates clearly the broad, general economic princi- 
ples and factors underlying the management of our productive 
processes. 

Written with the impartial viewpoint of the economist, the 
text material provides an insight into the relative importance 
and interdependence of the several functions of management, 


Vol. V, No. 2 


and the economic reasons why greater efficiency results from 
the use of modern scientific methods. 

Operating executives will find this philosophical and yet accu- 
rate discussion of their problems refreshing and helpful in main- 
taining the correct balance in their thinking between troublesome 
details of their everyday work and basic economic laws and 
principles. 

The procedures used in maintaining effective control over 
product design, over plant layout, over the arrangement of 
equipment, over purchasing and the procurement of materials, 
are discussed in detail. 

Of particular value are the chapters on the control of plant 
investment, the management of working capital, and the control 
of labor costs. The discussion of the planning and scheduling 
of production operations in chapter 12 is clear and free of the 
confusing details often found in chapters on this subject. 

Considerable detail regarding specific methods is presented by 
way of illustration, but the author’s chief emphasis is upon the 
fundamental considerations running through each system de- 
scribed. He sets forth the economic reasons why the efficient 
operation of the manufacturing processes requires that the prob- 
lems be solved in the manner described. 

Operating executives will find the author’s accurate discussion 
of production problems stimulating and helpful in gaining a 
broader outlook on the relationship of the details of their work 
to the larger problems involved in the functioning of our eco- 
nomic structure. Reviewed by RatpH G. WeELLs, Head, Man- 
agement Department, College of Business Administration, 
Boston University. 


Economics for the Millions. By Henry Pratt Fairchild, 
Modern Age Books, New York, 1940, pages viii, 
262. ($2.50.) 


Professor Fairchild of New York University has here tried 
to popularize economics as other sciences have been popularized 
—e.g. Hogben’s “Mathematics for the Million.” The subject is 
split up into short sections with separate headings, and there are 
numerous illustrations running through the text. In spite of an 
attempt to write simply, however, the author has not succeeded 
in producing a narrative that yields as much interest and il- 
lumination as his models. He has kept more closely to the form 
of the primer than writers like Hogben, but the book is not so 
absorbing for its intrinsic qualities. 

Much of the contents would be disputed by nobody familiar 
with the subject. Yet the book suffers from the fact that eco- 
nomics is far more a matter of opinion and dogma and far less 
one of demonstrable fact and theory than the physical sciences. 
Mr. Fairchild’s variety of dogma is Socialism, and the develop- 
ment of the subject leads frankly to socialistic conclusions. 
Though he criticizes the labor theory of value quite properly as 
one which has neither the logical nor empirical validity often 
attributed to it, and recognizes that in essence it is an ethical 
rather than a scientific postulate, he nevertheless seems to accept 
its reasoning in a valiant attempt to demonstrate that profits are 
impossible and hence that capitalism is unworkable. This dem- 
onstration is unconvincing to the reviewer ; profits exist not only 
under capitalism but also under socialism. The difference lies 
in the property rights in them and the way they are spent. The 
author’s treatment of the business cycle suffers from this defect, 
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and also from exclusion of most other approaches to the subject. 
However much one may approve of the socialistic tendency—and 
the reviewer is largely in agreement with the author on this 
score—it is probable that any scientifis basis for it will follow 
quite a different line. Reviewed by Georce Soute, An Editor, 
The New Republic. 


The Principles of Organization. By James D. Mooney 
and Alan C. Reiley, Harper & Brothers, New York 
and London, 1939, pages x, 223. ($3.00.) 


This book is an effective condensation of the material in “On- 
ward Industry,” together with such modifications and changes 
in the later chapters as will bring them into adjustment with 
current conditions. In their foreword, the authors recognize 
organization as a universal phenomenon. Our historical concept 
of constitutional democracy is no longer unchallenged. There 
are other concepts, described by such terms as socialism, com- 
munism and fascism, which foster an unlimited extension of 
government. This extension demands from the organizer an 
efficiency in the application of the principles of organization 
beyond all necessities of the past. 

The authors have stated their philosophy of organization in 
the first five chapters. Organization is the form of human asso- 
ciation for the attainment of a common purpose. We have the 
“psychic fundamentals of organization” whenever two or more 
persons combine for a given purpose. The co-ordinative. prin- 
ciple “expresses the principles of organization in toto, nothing 
else.” It is therefore the first principle. Co-ordination is the 
orderly arrangement of group effort to provide unity of action 
in pursuit of a common purpose. It has its own principle in au- 
thority. The supreme co-ordinating authority must be prior to 
leadership, for it is this co-ordinating force that makes the 
organization. The distinction is clearly drawn between power, 
which is the ability to do things, and authority which is a right. 

The physic basis of every organization is a mutuality of in- 
terests. This in turn implies mutual duties, which means the 
obligation to mutual service. A true co-ordination must be 
based on a real community of interests in the attainment of the 
desired object. A community of interest can come only through 
a community of understanding. Co-ordination implies an ob- 
jective. But it does not follow, even where there is mutual 
interest, understanding, and participation, that each member of 
the organization carries in his mind a deep understanding of the 
objective, and how it may be attained. To achieve this under- 
standing, the organization must have a doctrine, which is de- 
fined as a fundamental statement of objective, principle and 
procedure. The efficient application even of the soundest doc- 
trine demands an organized discipline. 

The scalar process is the process through which co-ordinating 
authority operates. It has its own principle, process and effect, 
which are Leadership, Delegation and Functional Definition. 
Leadership represents authority. It is the form that authority 
assumes when it enters into process. Delegation means the con- 
ferring of a specified authority. The principle of delegation is 
the center of all processes in formal organization. While dele- 
gation clothes the subordinate with the authority necessary for 
getting the job done, and fixes his accountability, it can not 
relieve the superior of his responsibility for results. Functional 
definition is antecedent to all functions, because it is the form 
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through which leadership delegates to each subordinate his own 
specific task. When a superior delegates a duty to a subordinate, 
he defines the function. This functional definition is the end 
and aim of the scalar process. It is the effective form which 
relates the scalar and functional principles. The scalar process 
results in the scalar chain, which means the grading of duties, 
not according to different functions, but according to degrees of 
authority and corresponding responsibility. The scalar chain 
corresponds to the hierarchy of the line organization. 

By the term “functionalism” is meant the distinction between 
kinds of duties. It means therefore functional differentiation. 
The word “function” means the act of performance or execu- 
tion, and may designate any activity that appears in an organi- 
zation. The principle of functionalism may be stated as follows: 
In every organized undertaking there must be some function that 
determines its objective, another that moves to its attainment, 
and a third that makes interpretive decisions in accordance with 
those rules of procedure that have been predetermined. These 
functions may be called the determinative, the applicative, and 
the interpretive. They are related as principle, process and ef- 
fect. While in secular government they are differentiated dis- 
tinctly, the ideal of organized efficiency is not the complete 
segregation, but the integrated correlation of these functions. 
Just as the three scalar forms constitute the principle of proces- 
sive co-ordination, so the three universal functional forms must 
be the basis of all effective co-ordination. The organizer must 
identify them as they appear in every job, and make them the 
basis of a proper functional correlation. To do so it is necessary 
to specify duties definitely and accurately. 

Staff service in organization means the service of advice or 
counsel, as distinguished from the function of authority or com- 
mand. It likewise has three phases; the informative, the advis- 
ory and the supervisory. The informative phase refers to those 
things which authority should know in framing its decisions; the 
advisory to the actual counsel that is based on such information ; 
the supervisory to both preceding phases as applied to all the 
details of execution. Inasmuch as a staff service is a service of 
knowledge, it supplies the final necessity in a true horizontal 
co-ordination of organized effort. 

The distinction between line and staff is simple. It is the 
function of staff merely to counsel; of the line to command. 
The staff executive exercises a leadership of ideas. His au- 
thority has to do primarily with certain rights of decision. Any 
function that cannot be identified as an actual link in the scalar 
chain must be an auxiliary function. This means that every 
staff function must adhere to the line in some dependent rela- 
tion. In the execution of plans, staff service becomes informa- 
tive and advisory with respect to plans already formed, and in 
that sense supervisory. In other words, this phase of staff 
service is the control function of inspection or comparison. 
However, the staff acquires no line authority by reason of its 
supervisory function, because its performance merely facilitates 
control by the line organization. Furthermore, the distinction 
between line and staff is not the distinction between thinking and 
doing. The three primary functions—planning, performing and 
deciding according to plans—are never completely segregated. 

The authors point out that a staff service of collective counsel 
has always been present in every organization, ancient or 
modern. But a supplementary functionalism (staff), strictly 
technical in character, evolves only with advancing human 
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knowledge. Supplementary functionalism often begins with 
individual staff services, and evolves into departmentalized and 
co-ordinated staff services. There is a tendency of undue cen- 
tralization to confer a measure of line authority on the staff. 
The extreme technical efficiency resulting from such a develop- 
ment may be balanced, and more, by the loss of other values, 
such as decentralized initiative. 

Staff service always tends to atrophy when its counsels are 
ignored. Therefore the quality of its contribution tends to de- 
teriorate under a leader who is impervious to staff advice. The 
performance of the function may become largely ceremonial, or 
the function itself may disappear. It is evident that the value 
of staff service depends on the competence of the leader to 
appraise staff counsel, and of course on his willingness to be 
guided by it. Finally, there are two prime necessities in an effi- 
cient staff service, co-ordination and infiltration. The necessity 
for co-ordination explains the purpose of the departmentalized 
general staff in armies. However, the infiltration of knowledge 
is the ultimate purpose of all staff activities. It is necessary to 
insure a unified structure (or organization), both in form and 
unity of purpose. It involves a horizontal co-ordination based 
on contacts that provide a true service of knowledge, and it 
involves indoctrination. 

The remainder of the book is devoted to the development and 
application of the foregoing fundamentals in ancient and modern 
organizations, and in the major areas of human activity. It 
clarifies further the significance of these fundamentals, and 
brings out additional principles that depend on them. Chapters 
VI to XI deal with these fundamentals as they appear in the 
field of political organization. Chapters XII to XIV deal with 
Catholic Church organization. They discuss the importance of 
doctrine in organization, and two important organizational con- 
cepts, compulsory staff service and staff independence. Chapters 
XV to XVIII take up the fundamentals of military organization. 
The importance of discipline in effective organization is stressed. 
Its relation to morale and the dependence of both on doctrine is 
brought out. The function of indoctrination becomes extremely 
important in organization. Two chapters are devoted to the 
evolution and organization of a military general staff. Its great 
contribution to the co-ordination of activities within the mili- 
tary organization is emphasized. Unfortunately the authors do 
not recognize the extent to which some general staff functional- 
ization has developed in industry to date. Chapters XIX to 
XXIV deal with industrial organization, and the significance of 
organization principles in the light of modern industrial prob- 
lems. The authors feel that the main problem in modern indus- 
try is the decentralization of command through line delegation 
and the encouragement of individual initiative, even in the 
smaller units of command. However, this must be achieved on 
some basis that insures complete co-ordination in the movement 
to a common purpose. It requires a common doctrine with 
which the members of the organization have been indoctrinated, 
so that we may be assured of both unity and uniformity of ac- 
tion under conditions of decentralized command. The neglect of 
such indoctrination is one of the grave weaknesses of industrial 
organization. In the field of labor relations, it is inconceivable 
in the light of sound organization principles that there is any 
inherent necessity for conflict between capital and labor in 
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industry. In the field of governmental relations, industry is 
hampered by economic rigidities resulting from laws passed in 
the interests of pressure groups, rather than in the public inter- 
est which is identified largely with the consumer. In conclusion, 
we need no change in our traditional American social or eco- 
nomic ideology. We have the natural resources, the intelli- 
gences, the knowledges and the instrumentalities necessary for 
raising our standard of living rapidly. But we still have to 
organize ourselves to use them to better economic advantage. 
It is the authors’ hope that the study and application of the 
principles of organization will help men to do so. 

No doubt many concepts in this book may be challenged by 
executives and students of organization. However, there is no 
question that the authors have made an important contribution 
to the developing science of organization. At a time when rule- 
of-thumb methods are being swept away by rapidly changing 
economic, social and political conditions, and successful solu- 
tions of business problems must rest on basic fundamentals, the 
lucid, interesting statement of their principles of organization 
should be stimulating and helpful to every executive who is a 
student of business. It is therefore recommended reading. Re- 
viewed by RatpH C. Davis, Professor of Business Organiza- 
tion, College of Commerce and Administration, Ohio State 
University, Columbus, Ohio. 


Human-Relations Manual For Executives. By Carl 
Heyel, McGraw-Hill Book Company, Inc., New 
York and London, 1939, pages xvi, 253. ($2.00.) 


Standardization and standard practice are obvious essentials 
in modern scientific management. The introduction of the 
concept of standard practices in human relations has assumed 
tremendous importance. 

This book makes available ideas and practices that have 
worked and which may be presumed to be applicable in other 
situations. It is a small, handy volume containing hundreds of 
ideas that will be useful in the handling of men in every-day 
work situations. It epitomizes many of the best ideas that are 
being published, talked about, or interchanged. The specific 
practices cover selection, training, supervision, maintenance of 
fitness of employes, morale, and group relationships. It is 
the type of information which is unfortunately lacking in stand- 
ard books on personnel administration or personnel management. 

There are other books in this field which may be of interest 
to those concerned with formula and theory. For those who 
must essentially have practical answers in handling men in 
daily operations, this book is packed with ideas. It includes 
such interesting items as “One way to cure late-comers,” “P. F.: 
Praise Fearlessly,” “Jobs expand and contract with men,” “How 
good are good references,” “Getting skilled men to teach the 
youngsters,” “Consultative supervision,” “Suggestions for work 
without cash awards,” “How they sell time-study to employes,” 
“How a sudden need for lay-offs was handled,” “Just what 
should be put in writing.” To executives, foremen, engineers, 
personnel and educational directors such specific items become 
first steps in developing working principles in human relations 
in industry. Reviewed by RicHarp S. ScHuttz, The Psycho- 
logical Corporation, New York. 














